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ability-to-pay based on the CPA’s review reports. The new review reports cover two periods:
(1) for the year 10/1/89 through 9/30/90 and (2) for the eight (8) months of 10/6/90 through
5/31/91.

Findings and Conclusions

A comparison of the "reviewed” and "unaudited” financial statements for the period 10/1/89 -
9/30/90 reveal extreme differences (see Table 1) and suggest a significant deterioration in Custom
Blended Oils’ ability-to-pay a RCRA penalty of any significant amount. For example, results
of the auditor’s review suggest Custom Blended Oils’ total assets as of September 30, 1990 were
$262,991 LESS than indicated from previously unaudited data. That is, $589,225 in total assets
were reported in the unaudited financial statement versus $326,234 in the reviewed financial
statement. Similarly, stockholders’ equity was $292,846 LESS ($334,905 (unaudited) versus
$42,059 (reviewed)). Net income was $218,750 LESS and declined from $85,059 (unaudited)
to negative $133,691 (reviewed).

Custom Blended Oils’ ability-to-pay a RCRA penalty is dependent on a stabilization and
improvement in its operating conditions. The May 31, 1991 review data suggest neither is
occurring. If the review data are accurate, total asset levels have declined significantly, equity
in the company is negative, sales levels are lower, the company is highly unprofitable and key
business ratios have deteriorated (Table 2). In general, future viability of the firm is extremely
questionable.

Based on our review of the available data, the firm’s ability to pay an EPA set civil penalty of
$85,750 or a similar amount from existing operations is doubtful. Any payment from operating
revemies would be difficult and outside or inmovative sources of cash would need to be found.
Two possible unique sources of cash might be available as mentioned in previous analyses.
These include:

i. The company might capitalize some of its existing fixed and equipment assets
through liquidation and lease-back arrangements. This would generate immediate
cash and allow continued operation. However, such assets might already be
collateralized to other creditors (lenders) and a liquidation for payment of a civil
penalty might not be allowed by the company’s creditors.

2. The Winkles (owners of the company) are the apparent owners of the property on
which the company operates. This property could be valuable and might also be
liquidated with a lease-back option with proceeds from sales used to pay a civil
penalty. The site property in Peotone, Iilinois was purchased for $53,000 in 1974
and if its market value appreciated at 5 percent per year, it would currently have
a value of over $100,000.



‘sjuotmarels Suneiado 10§ SOULISKIP SIRTNOTED O} Pash SIaM SIN[BA [66T ‘TE ABIA 10§ vlep pozienuuy A[uo viep pemarady /T

95870y  (Upsos)  (TreeoD) (0SL°812) 650°S8 (169°CED) Qwoduy 30N
(108°¢2) (1A LTIE6T (AR 6¥LEE 126'L9 uonerardaq
(615°20T) evi6L $0£9CS LZI'L pI8T68 1S6'668 sasuadxg
(85¥°9LY) LL6'TSE S0ETET $L6'80T 09t'61L SEF'8T8 SaeS JO sIseD
(555%79) 190°8¢0°T 021689 (9L1°89) T6OTEL'T  919'799°1 | swoou] [e10L,
yusuegelg Suneidp
(F91°v6) (SLF'TST) (968°06T) $8S'EET (T1€°LS) ‘ (SSUIGET] JUAIM,) SSI]
19SS JUeIIn)) Se polemoled) fende)) Suppom
(820°9L) V/N 907'05¢ (166°C97) CTT'68S per'ore  Anmbyg s, I9pIoyppo0lg pue SSNIIqer] [BI0L
(1ZE'€0T) VIN (29Z°19) (9¥8°C67) S06'vEE 650°Tr Aymbg s Jopoyxo0lg
(TLO'LT) VIN £8€°69 (907) 19998 SS¥'o8 . semI[Iqer] wusl-guoy
ST V/N S80°THT 190°0€ 659°L9T 0ZL'L61 SOUTIqer jusxm)
(820°9L) VIN 90Z°0ST (166797) $TT'68¢ VET9ZE | _ $1aSSY [BI0,
868 V/IN 70097 (ELPLT) LTI9°TE 124%7! $1988Y 1000
(L80'87) VIN P65 EPT (£89°%8) $9€°96T 189°TLT $198SY PIXIA
(66L°6F) V/IN 019°06 (S€8°091) T 10g 601" 0r1 S19SSY JUaLm)
(%)
0g'dog
- 1€ Aey pezrenury  pouoday aoualdIng paupneun) pPamatAsy N
ERNEIETR g
/T (stpuowr g ‘pamarady) 1661 ‘1€ LN 0661 ‘0¢ oquwordag

1O pepuorg woisn) 10§ (1661 ‘1€ ABIN PUB 0661 ‘0f 2deS) siuoumess
[BIOURUE PomoTAal pue (0661 ‘0F 1dog) sjuaumase)s [eIoueul) paypueun Jo uostredwod pue AlWrang | 9qel,




D JUOD)

<1 (psos)  s1- (IZE'E0D S 65058 8- (169°¢ET) 2wooy] 19N
14 ocr'try 14 LTE6T 4 6L EE ¥ 126'L9 woneroardacg
I ARy I S A I £€9°0T I €E90T ssuodyy 15019)U[
LL TEVL6L LL SOE'9TS s ¥28°T68 149 156°668 sosuadxg
vE LLETSE vE SOETET a4 0Sv'61L 0s SEP'8Te $9[ES JO 150D
001 T90°8€0'T 001  0TI'S89 001 T60'T1ELT 001 919799°1 awoou [#I0]
jpomeiels Suneiedo
V/IN VIN  (SLH'IST) VIN €gcicel VIN (TT£°LS) (SemI[IqerT JUOLM)) S
§1088Y JUOLIN,) Se pate[nofed) [eded SUDpom
VIN 00T  90T0ST 001 $TT 68 001 VETOTE Aimby s, 10p1oya0lg pue SINIIGer] [BI0L
V/IN ve- (2919 LS SO6'FEE €1 650'TY Aymby s, 19p1OTOOIS
VIN 8¢ €8E°69 St 199°98 Lz SS9 SOUIMqer] Wis)-Suoy
VIN L6 $80°CHC 8¢ 659°L91 19 0TL L6T SOMIIQEIT JUSLIN))
VIN 00T  90T0sT 001 $TT'68S 001 VET'9TE $155V TRI0L
VIN 9 Z00'91 S LT9TE 14 2494 §1088Y 19410
VIN LS  v6S'erl 144 POE9ET €S T89°TLI SIOS8Y POXId
V/IN 9¢ 01906 53 T 10€ 37 60" 0F 1 §JOSSY JUSIIND
(%) (% (%) ($) (%) (% (%) 4 way
PAZIfenuuy paloday] . paupneup) PoMITATY

/T (sqiuom g pamalasy) 1661 ‘1€ AU

0661 ‘0f Tequisydog

(1661 ‘1€ KB PUE 0661 ‘0E 1d08) SSMSIRIS [RIOUEWLY Pasdtast Pue (0661 ‘0¢ 1dag) siuowalels

[erotreny paypneun uo peseq Aed-03-Apqe S[IO PIPUS[Y Wolsn) JO SISATeUR ORI PUe pudl] ‘T dqel




(v xpueddy) enwely s Josn THAY (0€ }quedag) /861 VA 'Sl SPOSU UOHEOTEd OLEI JOF 32I00§

11s1xa swejqord Aousatos arqrssod

‘OSTMISIIO JUSAJOS ST IIT B JBT) UOTEOTpI AIpfesy € ST (g Uey? I99ea1S Jo ouer € esuadxy 1SQIoIU]/soxe], pue 1SAI0MU] 210399 sfururey /¢
“yifeay [erouetny Jood JO SANRIPUL
ST O1je1 9ARESoU JO OT°( Uey SSO] “IOIedTPUr K0uaAos AWRSY B ST 07" UL I0Ye0I8 JO OURI B ISORIIAEI] [BIOL/SOXE], IOV MOL Yse) I
‘swapqord Aypmbi] Woxy JIOINS ABUI UINJ OT) SSIEOIPUL ()7 UBT) SSI] ‘Iouuewl A[oUI) B UT Sasuadxe ume)
~110GS $IT 309w 0} 3[qe 9 PMOYS ULy ¥ 9T “JoJedTpur ANpmbry Ayifesy ® ST (7 UBY) J0galS JO OURI ¥ ISINITIGErT JUSLM)/SINSSY JuaLny) I
- ATosrpum are suopeisdo ponURUOd pUE SISSE UBT) F21edlS oIe sOUIFGel] SSIBOIPW ONBI SANESeU ¥ *ANoeded
19op Teuonippe ofqrssod sueowr ¢' ueL) SS9 FUIMOIIOq USYM AJNMOLIIP 2ABY ABUI WY S SUBSW C'] Ue) Io1e213 jo onel v :Aimbghgeq  f7
"SpuaT] TIUOW-g U0 paseq A[uo juowslels Sunerado o1 10] Pado[eAdp SI8 BIRp pZIfenuuy “A[UO elep pamamsy [T
60°6- (489 81's- /S paureq 1S3u] SN,
- ¥To- ro £ 0 v s 1anvag
LEO 081 L0 /€ yR1Im)y
80°¢- 9L°0 9L'9 fT &by 01 199Q
(soner)-- - soney THIV
paZijenuuy paioday panpneu) PIMITATY i
/T (sppuow g pamatady) 1661 ‘T¢ LB 0661 ‘0¢ requandag

penunuo’ ¢ IqEL




Allen Wojtas -3~ June 26, 1991

The amount of available funds from such financial arrangements cannot be determined without
much more detailed information on the assets’ current market value and possible lease-back
arrangements.

Sincerely,

f /
AML T ronehpo 77
Daniel W. Francke Nancy J. Ekart
Vice President Associate
ms/3729.046

ce: Tom Lentzen, M&E






Sandra r. Otaka, Esq.
June 12, 1991
Page 2 of 2

Based on the reviewed financial statements for the periods
ending September 30, 1990, and May 31, 1991, especially the fact
that the company’s working capital has decreased by $266,839 since
October 1, 1989 to the May 31,1991 negative balance of $151,475,
it is my opinion that Custom Blended 0ils, Inc. does not have the
financial strength to be able to support any additional outlay of
cash for the proposed penalty or any additional debt load
payvments.

Very Truly Yours,

R. Ray Simpson
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Backeround and Purpose

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility
that also markets used oil fuel andfor hazardous waste fuel. It is located at South Rathje
Road, Peotone, Illinois. Erest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S.
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA
on January 12, 1989 indicating violations which were determined during a November 18, 1938
inspection of the facility. In response to an April 21, 1989 Information Request issued by the
U.S. EPA, Custom Blended Oils, Inc. contended that they did not matket off-specification used
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them.

However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that
Custom Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750
was proposed for the noncomphance. During negotiations with the facility, representatives
indicated that the facility is unable to pay the proposed civil penalty.

The purpose of this Letter Report is to supplement previous assessments of Custom Blended
Oils, Inc.’s (E&L Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide
a current assessment of the adequacy of the new documents received from U.S. EPA, in the
form of issues and/or questions for any subsequent enforcement proceedings.

Nature of Documents

On February 13, 1991, copies of Custom Blended Oils, Inc.’s September 30, 1990 balance
sheet, income statement, and statement of changes in retained eamnings as developed by
Custom Blended Oils, Inc.’s management and compiled by R. Ray Simpson, CPA, were
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom
Blended Oils, Inc.’s current drivers for 1990, inventory, and claim information since 1988.
These documents merely represent infonuation from Custom Blended Oils, Inc.’s management
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they
follow generaily accepted accounting principles.

On February 20, 1991, a statement of Custom Blended Oils, Inc.’s working capital as of
December 31, 1990 estimated by R. Ray Simpson, CPA, was supplied by Allen Wojtas, U.S.
EPA. It is unknown if this document represents audited information (we would assume that
it does) or if it is, again, a representation of Custom Blended Oils, Inc.’s management.

On February 26, 1991, Custom Blended Oils, Inc.’s 1989 Corporate Income Tax Return and
detailed listings of Custom Blended Oils, Inc.’s accounts receivable (December 31, 1990) and
accounts payable (December 31, 1990), each compiled by R. Ray Simpson, CPA, were
supplied by Allen Wojtas, U.S. EPA. Alse provided was a letter written by Lorene Winkle,
President of Customn Blended Oils, Inc. identifying a list of employees that have been laid-
off and the respective date of each employee lay-off.
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Observations Regarding Ability to Pay

The following financial observations are based on a list of current 1990 drivers, inventory list,
and claims inforination, all provided by Custom Blended Oils, Inc. management.

. Custom Blended Oils, Inc. employed eight (8) drivers in 1990. The number of
drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore
we are uncertain as to whether hirings have occurred, lay-offs have been made,
or if this is the "normal” staff.

. The inventory list provided shows that Custom Blended Oils, Inc. maintains
office equipment and operating equipment that value (at purchase price)
$435,470. The actual worth of these assets is not known, however it is clear
that Custom Blended Oils, Inc. does have assets that can be sold to generate
cash.

. Claim infonmation for Custom Blended Oils, Inc. is provided. It is uncertain
whether the values given are the actual amounts of the claims or if these values
constitute the portion of the claim to be paid by Custom Blended Oils, Inc.
Considering our uncertainty regarding the claim given by Custom Blended Oils,
Inc.’s management, we cannot make an assessment of how Custom Blended Oils,
Inc.’s payment of these clains would effect the firm’s ability to pay the imposed
civil penalty.

Based on the September 30, 1990 financial statements (balance sheet, income statement, and
statement of changes in refained earnings) provided by Custom Blended Oils, Inc. management,
December 31, 1990 statement of working capital, the 1989 Corporate Income Tax Return, the
listings of accounts receivable and payable as of December 31, 1990, and Lorene Winkle’s
fetter identifying the employees laid-off from Custom Blended Oils, Inc., the following
observations have been made:

. As of December 31, 1990, Custom Blended Oils, Inc.’s working capital position
is a negative $144 390 (calculated as cugrent assets less current liabilities, i.e.,
$171,341 - $315,731 = $(144,390)). It is in the opinion of R. Ray Simpson,
CPA for Custom Blended OQils, Inc. that "the company would not be able to
cash flow any additional loan payments or penalty assessinents at this time."
If these figures are accurate and follow generally accepted accounting principles,
we concur with Mr. Simpson’s opinion and additionally ask, how can this firm
remain in business?
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. Financial ratios commonly used to assess ability to pay (see U.S. EPA. 1937
(September 30). ABEL Users Manual) indicate that based on Custom Blended
Oils, Inc.’s 1989 Corporate Income Tax Return (year ending September 30,
1990) the firm is solvent and maintains a healthy liquidity, however an
extremely high debt to equity ratio (43.19) indicates that the firm will experience
great difficulty in borrowing funds.

Custom Blended Oils, Inc.’s current ratio of 4.03 indicates healthy liquidity
which differs from the current ratio (1.80) calculated using the September 30,
1990 financial statements based on Custom Blended Oils, Inc.’s management
figures. Both the beaver’s ratio (0.30) and the times interest earned ratio (2.60)
indicate solvency as did the beaver’s ratio and times interest earned calculated
using Custom Blended Oils, Inc.’s unaudited September 30, 1990 financial
statements. The large discrepancy between the debt to equity ratios (43.19 and
.97, based on 1989 Corporate Income Tax Return information and the unaudited
September 30, 1990 financial statements information, respectively) may be due
to the compilation of Income Tax Returns on a cash basis, however, it 1s more
likely due to the large difference in the reported retained earnings (unaudited
September 30, 1990 financial statement, $250,809; 1989 Corporate Income Tax
Return (year ending September 30, 1990), ($5,350)). (See Table 1.)

. According to Custom Blended Oils, Inc.’s 1989 Corporate Income Tax Return
(year ending September 30, 1990) sales are $1,732,118, an increase of $171,761
since 1988 ($1,560,357). 'This amount is comparable to that given by Custom
Blended Oils, Inc.’s management on their September 30, 1990 financial statement
($1,731,092). However, the taxable income ($250), cash flow ($62,571), total
assets ($205,491) and mortgages and notes ($192,457) given on the 1989
Corporate Income Tax Retum differ from the figures given on the unaudited
September 30, 1990 financial statements (i.e., taxable income, $85,059; cash
flow, $118,808; total assets, $589,225; mortgages and notes, $295,279).

The discrepancy between the taxable income figures are accounted for as some
of the expenses reported on the 1989 Corporate Income Tax Retumn are greater
than those report on the unaudited September 30, 1990 financial statements (i.e.,
repairs ($9,975 difference), rents ($1,487 difference); taxes ($2,689 difference);
depreciation ($28,572 difference); postage ($534 difference); supplies ($80,432
difference)). In addition, the net operating loss deduction ($38441) was
accounted for on the 1989 Corporate Income Tax Return, reducing the taxable
mcome to an even smaller amount.

The cash flow difference (calculated as taxable income and depreciation; 1989
Income Tax Return, $62,571; unaudited September 30, 1990 financial statements,
$118,808) is accounted for by the discrepancies in taxable income, but this
large difference is somewhat offset by the discrepancy in the stated depreciation
armounts (1989 Income Tax Return, $250 + $62,321, unaudited September 30,
1990 financial statements, $85,059 + $33,749). The smaller reported amounts



Mr. Allen Wojtas -5- ~ March 5, 1991

for total assets and for mortgages and notes on the 1989 Corporate Income Tax
Return is due, again, to the compilation of Income Tax Returns on a cash basis.
Accounts receivable and inventory, and accounts payable were not included in
the 1989 Income Tax Retumn calculations for total assets and for mortgages and
notes, respectively, however they were used in calculating these figures using
the unaudited September 30, 1990 financial statements (see Table 1).

° A list of Custom Blended Qils, Inc.’s accounts receivable as of December 31,
1990 compiled by R. Ray Simpson, CPA, shows a net value of $83,022.81 (total
of $92,281.66 less bad debts of $9,258.85). This amount corresponds to the
amount used in calculating Custom Blended Oils, Inc.’s working capital position
as of December 31, 1990. When comparing this amount ($83,022.81) with the
September 30, 1990 amount ($121,586) from the unaudited financial statements,
it appears that Custom Blended Oils, Inc. has received $38,563.19 in payment
of accounts receivable since September 30, 1990.

- A list of Custom Blended Qils, Inc.’s accounts payable as of December 31, 1990
compiled by R. Ray Simpson, CPA, shows a value due of approximately
$372,000. This amount differs from that used in R. Ray Simpson’s, CPA,
compilation of working capital as he has a current liability amount (accounts
payable and current portion of long-term debt of $315,731). When comparing
these amounts with the September 30, 1990 amount ($54,966) from the
unaudited financial statements, it appears that Custom Blended Oils, Inc. has
incurred approximately $261,000 (December 31, 1990 statement of working
capital) to $317,000 (December 31, 1990 list of accounts payable) in debt since
September 30, 1990.

. A letter dated February 14, 1991 from Lorene Winkle, President of Custom
Blended Oils, Inc. identified eight (8) employees that have been laid off and the
date that each employee was laid off. She states that the reason for the lay-
offs is because the firm does not have the funds to pay the employees. In
addition, their business level has become lower than at any time she can
remember and no relief is seen in the near future.

In general, these more recent data lead to conflicting results. For example, the financial
ratios commonly used to assess ability to pay and the current financial position of Custom
Blended OQils, Inc. based on the September 30, 1990 financial statements provided by Custom
Blended Oils, Inc. management indicate that the firm should be able to pay the civil penalty
and remain viable. However, the accuracy of the documents from which this information was
taken (previously discussed under Nature of Documents) must be carefully considered. In
contrast, the December 31, 1990 statement of working capital, the 1989 Corporate Income Tax
Report, the listings of accounts receivable and payable as of December 31, 1990, and Lorene
Winkle’s letter identifying laid-off employees, suggest that Custom Blended Oils, Inc. is facing
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hardship in its business operation and would currently have difficulty in paying the assessed
civil penalty. Considering this recent data along with their historical data, it is our opinion
that Custom Blended Oils, Inc. has significant financial problems and could only pay the civil
penalty through liquidation of assets as suggested in our November 28, 1990 letter report.
Their viability at that point would be highly marginal.

Ability to Pay Issues and Concerns

The following are questions or issues on the party’s ability to pay based on our review of the
most current documents provided:

. Information given on the September 30, 1990 financial statements provided by
Custom Blended Oils, Inc.’s management is "unaudited” which significantly
reduces the confidence that can be placed on any conclusions about Custom
Blended Qil, Inc.’s ability to pay.

. Information is not available on what happened "financially” to Custom Blended
Oils, Inc. between September 30, 1990 and December 31, 1990. Based on the
December 31, 1990 statement of working capital, cash decreased $860,180. It
is not apparent why cash decreased as no itemized list of the current assets or
current liabilities given on the statement of working capital (12/31/90) is
provided. Some funds may have been used to pay expenses and to decrease the
current long-term debt ($104,309 - $89,340 = $14,969). However, while current
long-term debt declined, accounts payable increased $171,425 (from $54,966
(9/30/90) to $226,391 (12/31/91)). More information is needed to clarify this
firm’s financial position.

. Information given on the list of accounts payable as of December 31, 1990
provided by R. Ray Simpson, CPA, shows a greater value of accounts payable
than does the December 31, 1990 statement of working capital also provided by
R. Ray Simpson, CPA. Possibly, the list contains a portion of the current long-
term debt as well as accounts payable, however clarification of this discrepancy
would be helpful in determining the true financial condition of Custom Blended
Oils, Inc.

As previously stated, further information regarding the accuracy of the financial statements and
additional financial information would be helpful in completing a more thorough assessment
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the
U.S. EPA is seeking. In addition, there are several issues and concemns addressed in our
previous letter reports (i.e., November 2, 1990 and November 28, 1990) that have not yet been
explained. Insight into these issues and concems would also be helpful in completing a more
thorough assessment.
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All financial assessments made in this report are based on information provided by Custom
Blended Oils, Inc. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously
mentioned information makes it impossible to perform a complete assessment of Custom
Blended Oils, Inc.’s ability to pay the civil penalty sought by the U.S. EPA.

Given the findings of this letter report conceming Custom Blended Oils, Inc., we will await
further guidance from you. Please call if you have any questions.

Sincerely,

Shelly L.
Analyst

ms/3729.046

cC: Tom Lentzen, M&E
Dan Francke, DPRA
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February 26, 1991

Allen Woijtas

MI/WI Technical Enforcement Section
RCRA Enforcement Branch

EPA, Region V

Cliicago, IL 60004

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank
Cleaners, Inc.) Financial Assessment of Ability to Pay; Supplemental Analysis
of More Current Data

Dear Mr. Wojlas:

We summarize below the results of our review of the financial records provided to us on
Wednesday, February 13, 1991 and on Wednesday, February 20, 1991. The financial records
provided include: (1) September 30, 1990 financial statements of Customn Blended Oils, Inc.
compiled by R. Ray Simpson, Certified Public Accountant (CPA). Included with the balance
sheet, income statement and statement of changes in retained eamnings are an inventory list,
claims information and a list of Custom Blended Oils, Inc.’s current 1990 drivers. Although
these documents were compiled by Mr. Simpson, the information given on them is a
representation of Custoru Blended Oils, Inc.’s management and have not been audited nor
reviewed by Mr. Simpson; and (2) December 31, 1990 statement of working capital {(current
assets less current liabilities) compiled by R. Ray Simpson, CPA.

This analysis supplements our previous letter reports dated November 2, 1990 and November
28, 1990 pertaining to a potentially liable party’s (PLPs) ability to pay a civil penalty
associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. In addition,
we have presented issues and questions which, once resolved, would provide additional
information for making a final assessment of the facility’s ability to pay the civil penalty
which the U.S. Environmental Protection Agency (U.S. EPA) is seeking.

Background and Purpose

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) i1s a treatment/storage/disposal facility
that also markets used oil fuel andfor hazardous waste fuel. It is located at South Rathje
Road, Peotone, Illinois. Ermest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S.
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA
on January 12, 1989 indicating violations which were determined during a November 18, 1988
inspection of the facility. In response to an April 21, 1989 Information Request issued by the
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specification used
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(it) did not apply to them.
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However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that
Custom Blended Qils, Inc. has failed to meet particular RCRA requitements relating to the
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750
was proposed for the noncompliance. During negotiations with the facility, representatives
indicated that the facility is unable to pay the proposed civil penaity,

The purpose of this Letter Report is to supplement previous assessments of Custom Blended
Oils, Inc.’s (E&L Tank Cleaners, Tnc.) ability to pay a civil penalty of $85,750 and to provide
a cutrent assessment of the adequacy of the new documents received from U.S. EPA, in the
form of issues and/or questions for any subsequent enforcement proceedings. Iuconsistencies
are found between the September 30, 1990 financial statements and the December 31, 1990
statement of working capital. It appears, from the September 30, 1990 documents, that
Custom Blended Otls, Inc. is a profitable firm and would have no problem paying the assessed
civil penalty, however the validity of these documents is questioned as they represent Custom
Blended Qils, Inc.’s management figures and have not been audited or reviewed by a CPA.
The December 31, 1990 statement of working capital shows a negative $144,390, hence,
Custom Blended Oils, Inc. would be unable to make any payment of the assessed civil
penalty. The inconsistencies make any new insights into ability to pay uncertain.

This assessment has been completed as part of TES X Work Assignment No. R05046 under
EPA Contract No. 68-W9-0007.

Nature of Documents

On February 13, 1991, copies of Custom Blended Qils, Inc.’s September 30, 1990 balance
sheet, income statement, and statement of changes in retained earnings as developed by
Custom Blended OQils, Inc.’s management and compiled by R. Ray Simpson, CPA, were
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom
Blended Qils, Inc.’s current drivers for 1990, inventory, and claim information since 1988.
These documnents merely represent information from Customn Blended Oils, Inc.’s management
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they
follow generally accepted accounting principles.

On February 20, 1991, a statement of Custom Blended Qils, Inc.’s working capital as of
December 31, 1990 estimated by R. Ray Siinpson, CPA, was again supplied by Allen Wojtas,
U.S. EPA. It is unknown if this document represents aodited information (we would assume
that it does) or if it is, again, a representation of Custom Blended Oils, Inc.’s management.

Preliminary Conclusions on Ability to Pay

Based on the September 30, 1990 financial statements for current Blended Oils, Inc., list of
current 1990 drivers, inventory list and claims infonnation, the following financial observations
have been made: ' :
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. Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987
(September 30) ABEL Users Manualj indicate that based on the September 30,
1990 conditions alone, Custom Blended Oils, Inc.’s business operations are
marginal, if not successful. Although the current ratio (1.80) indicates that the
finn may suffer from liquidity problems, both the beaver’s ratio (0.47) and the
times interest earned ratio (5.12) indicate that the firm is solvent. The debt to
equity ratio (0.97) shows that additional debt capacity may be possible (see
Table 1).

. According to Custom Blended Oils, Inc.’s September 30, 1990 incone statement,
sales have increased $170,735 since 1988 (1990: $1,731,092; 1988: $1,560,357).
This increase may be accounted for by the "other income” reported in 1990
($177,296). It is unknown from the documents provided what constitutes "other
income.” Net income for Custom Blended Qils, Inc. ($85,059) indicates that
the firm was more profitable in 1990 than it has ever been. Cash flow
($118,808) and total assets ($589,225) have approximately doubled since 1988,
and mortgages and notes have declined slightly to $295,279 (see Table 1).

. Custom Blended Qils, Inc. employed eight (8) drivers in 1990. The number of
drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore
we are uncertain as to whether hirings have occurred, lay-offs have been made,
or if this is the "normal" staff.

. The inventory list provided shows that Custom Blended Oils, Inc. maintains
office equipment and operating equipment that value (at purchase price)
$435,470. The actual worth of these assets is not known, however it is clear
that Custom Blended Oils, Inc. does have assets that can be sold to generate
cash. '

. Claim information for Custom Blended Oils, Inc. is provided. It is uncertain
whether the values given are the actual amounts of the claims or if these values
constitute the portion of the claim to be paid by Custom Blended Oils, Inc.
Considering our uncertainty regarding the claim given by Customn Blended Oils,
In¢.’s management, we cannot make an assessment of how Custom Blended Oils,
Inc.’s payment of these claims would effect the firm’s ability to pay the imposed
civil penalty.

Although the financial ratios commonly used to assess ability to pay and the current financial
position of Custom Blended Oils, Inc. indicate that the firm should be able to pay the civil
penalty and remain viable, the accuracy of the latest documents from which this information
was taken (previously discussed under Nature of Documents) must be carefully considered.

Based on the December 31, 1990 statement of working capital, the following observation has
been made:
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. As of December 31, 1990, Custom Blended Oils, Inc.’s working capital position
is a negative $144,390 (calculated as current assets less current liabilities, ie.,
$171341 - $315,731 = $(144,390)). 1t is in the opinion of R. Ray Simpson,
CPA for Custom Blended Oils, Inc. that "the company would not be able to
cash flow any additional loan payments or penalty assessments at this time."
If these figures are accurate and follow generally accepted accounting principles,
we concur with Mr. Simpson’s opinion and additionally ask, how can this firm
remain in business?

Ability to Pay Issues and Concerns

The following are questions or issues on the party’s ability to pay based on our review of the
most current documents provided:

. Information given on the September 30, 1990 financial statements provided by
Custom Blended Oils, Inc.’s management is "unaudited” which significantly
reduces the confidence that can be placed on any conclusions about Custoin
Blended Oil, Inc.’s ability to pay.

. Inforination is not available on what happened "financially” to Custom Blended
Qils, Inc. between September 30, 1990 and December 31, 1991. The firn
received some of their accounts receivable, employee advances were used, as
was some of the prepaid interest, yet cash decreased $86,180. Some funds inay
have been used to pay expenses and to decrease the current long-term debt
($104,309 - $89,340 = $14,969). Idowever, while current long-term debt
declined, accounts payable increased $171,425 (from $54,966 (9/30/90) to
$226,391 (12/31/91)). More information is needed to clarify this finn’s financial
position.

As previously stated, further information regarding the accuracy of the financial statements and
additional financial information would be helpful in completing a more thorough assessment
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the
1J.S. EPA is seeking.

All financial assessments made in this report are based on information provided by Custom
Blended Oils, Inc. and R. Ray Simpson, CPA, to the U.S. EPA. Lack of previously
mentioned information makes it impossible to perfoun a complete assessment of Custom
Blended Oils, Inc.’s ability to pay the civil penalty sought by the U.S. EPA.
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Given the findings of this letter report conceming Custom Blended Oils, Inc., we will await
further guidance from you. Please call if you have any questions.

S eler

Sincerely,

Shelly L. Wohler
Analyst

ms/3729.046

ccC: Tom Lentzen, M&E
Dan Francke, DPRA
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R. RAY SIMPSON

Certified Public Accountant

13 CHARLTON DRIVE 107 NORTH DIXIE
KANKAKEE, ILLINGIS 60501 MOMENCE, ILLINOIS 60954
PHONE: (B15) 932.3282 PHONE: (B15) 472-2614

February 1, 1991

Sandra R. Otaka, Esqg.
Assistant Regional Counsel
U.S. Environmental Protection Agency
Region V
230 South Dearborn Street
Chicago, Il 60604
Re:Custom Blended 0Olils, Inc.
USEPA ID NC. ILD069503944
Dear Counsellor:

I have reviewed the current financial position of Custom
Blended 0Oils, Inc. as of December 31, 1990. After calculating
their current working capital position to be in excess of a
negative $100,000, it is my opinion that the company would not
be able to cash flow any additional loan payments or penalty
assessments at this time. Furthermore, I don’t believe a financial
institution would consider a locan at this time based on their
ability to pay.

Very Truly Yours,

/é?/fﬁ sz%?zV4r~

R. Ray Simpson

Subscribed and sworn to hefore me this lst day of:?ebruary, 199 o

'ﬁ,‘é‘J/a’-‘é-/L / / u,-/
ARANSRAIIRRATS I NOTARY PUBLIC A
OFFICIAL BEAL //
Bagiah Cantway '

,/’f: LZ i~

7,

Notary Public, Btste of Riinois
Commiseion Expires Jan, 21st, 1963
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March 1, 1991

Allen Wojtas Q;\
MI/WI Technical Enforcement Section ‘ Ig'
RCRA Enforcement Branch \)
EPA, Region V

Chicago, IL 60604

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank
Cleaners, Inc.) Financial Assessment of Ability to Pay, Supplemental Analysis
of More Current Data--Replacement of Letter Report Dated February 26, 1991.

Dear Mr. Wojtas:

Due to our receipt of additional Custom Blended Qils, Inc. information on February 26, 1991,
and because this supplemental information is so similar to the information summarized in our
February 26, 1991 letter report, this letter report will serve as a replacement for the letter
report dated February 26, 1991.

We summarize below the results of our review of the financial records provided to us on
Wednesday, February 13, 1991, Wednesday, February 20, 1991 and on Tuesday, February 26,
1991. The financial records provided include: (1) September 30, 1990 financial statements of
Custom Blended Qils, Inc. compiled by R. Ray Simpson, Certified Public Accountant (CPA).
Inciuded with the balance sheet, income statement and statement of changes in retained
earnings are an inventory list, claims information and a list of Custom Blended Oils, Inc.’s
current 1990 drivers. Although these documents were compiled by Mr. Simpson, the
information given on them is a representation of Custom Blended Oils, Inc.’s management and
have not been audited nor reviewed by Mr. Simpson; (2) December 31, 1990 statement of
working capital (current assets less cument liabilities) compiled by R. Ray Simpson, CPA,;
and (3) 1989 Corporate Income Tax Return and detailed listings of accounts receivable (as of
December 31, 1990) and accounts payable (as of December 31, 1990), all compiled by R. Ray
Simpson, CPA, as well as a list of Custom Blended Oils, Inc.’s employee lay—offs cornpﬂed
by Lorene Winkle, President of Custom Blended Oﬂs Inc

.1;; v
This analysis supplements our previous Ietter rcports datcd November 2, 1990 and November
28, 1990 pertaining to a potentially liable party’s (PLPs) ability to pay a civil penalty
associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. In addition,
we have presented issues and questions which, once resolved, would provide additional
information for making a final assessment of the facility’s ability to pay the civil penalty
which the U.S. Environmental Protection Agency (U.S. EPA) is seeking.

b7

NS >.“§;. P .
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Background and Purpose

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility
that also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje
Road, Peotone, Illinois. Emest Winkle, President of Custom Blended Oils, Inc. (E&L Tanks
Cleaners, Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, US.
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA
on January 12, 1989 indicating violations which were determined during a November 18, 1988
inspection of the facility. In response to an April 21, 1989 Information Request issued by the
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specification used
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them.

However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that
Custom Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750
was proposed for the noncompliance. During negotiations with the facility, representatives
indicated that the facility is unable to pay the proposed civil penalty.

The purpose of this Letter Report is to supplement previous assessments of Custom Blended
Oils, Inc.’s (E&L Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provlde
a current assessment of the adequacy of the new documents received from U.S. EPA, in the
form of issues and/or questions for any subsequent enforcement proceedings. Inconsistencies
are found among the September 30, 1990 financial statements, the December 31, 1990
statement of working capital, and the 1989 Corporate Tax Return, lists of accounts receiv%]e
and payable (December 31, 1990), and Custom Blended Oils, Inc.’s lay-off information>~1t
appears, from the Septen;ber 30, 1990 documents, that Custom Blended Oils, Inc. is a

- profitable firm and would. have NO- prﬁ)blem -paying the assessed civil penalty, however the
validity of these documents is questioned as they represent Custom Blended Oils, Inc.’s
management figures and have not been audited or reviewed by a CPA. The December 31,
1990 staternent of working capital shows a negative $144,390, hence, Custom Blended Oils,
Inc. would be unable to make any payment of the assessed civil penalty. The 1989 Corporate
Income Tax Return showing a taxable income of $250 and Lorene Winkle's letter identifying
laid-off employees of Custom Blended Oils, Inc. also indicate that Custom Blended Oils, Inc.’s
business operation is not currently successful and that the firm is unlikely to have the funds
available to make any payment of the civil penalty. The inconsistencies make any new
insights into ability to pay uncertain.

- ), This assessment has been completed as part of TES X Work A331gn1nent No. R05046 under
" *._EPA Contract No. 68-W9-0007.

Narure of Documents

On February 13, 1991, copies of Custom Blended Oils, Inc.’s September 30, 1990 balance
sheet, income statement, and statement of changes in retained earnings as developed by
Custom Blended Oils, Inc.’s management and compiled by R. Ray Simpson, CPA, were
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supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom
Blended Oils, Inc.’s current drivers for 1990, inventory, and claim information since 1988,
These documents merely represent information from Custom Blended Oils, Inc.’s management
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they
follow generally accepted accounting principles.

On February 20, 1991, a statement of Custom Blended Oils, Inc.’s working capital as of -

December 31, 1990 estimated by R. Ray Simpson, CPA, was supplied by Allen Wojtas, U.S.
EPA. It is unknown if this document represents audited information (we would assume that
it does) or if it is, again, a representation of Custom Blended OQils, Inc.’s management.

On February 26, 1991, Custom Blended Oils, Inc.’s 1989 Corporate Income Tax Return and
detailed listings of Custom Blended Oils, Inc.’s accounts receivable (December 31, 1990) and
accounts payable (December 31, 1990), each compiled by R. Ray Simpson, CPA, were
supplied by Allen Wojtas, U.S. EPA. Also provided was a letter written by Lorene Winkle,
President of Custom Blended Oils, Inc. identifying a list of employees that have been laid-
off and the respectlve date of each employee lay-off.

S

Prehmnwv—C onclusrcms ont Ability to Pay

.s"

| ,.k_,Based on -the -September-30, 1990 financial statements-for-garreat Blended Oils,- Inc., list of -
“current 1990 drivers, inventory list and claims information; ‘ﬁne following financial observatmns

have been madei,

+  Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987

(September 30) ABEL Users Manual) indicate that based on the September 30, ©

1990\b'o;1dj_§i0ns alone, Custom Blended Oils, Inc.’s business operations are
marginal, if not successful. Although the current ratio (1.80) indicates that the
firm may suffer ffom\liquidity problems, both the beaver’s ratio (0.47) and the

S times interest earned ratig (5.12) indicate that the firm is solvent. The debt to

equity ratio (0.97) shows fhal\dchtlonal debt capacity may be possible (see

Table 1). -

7 . e e ——————
. According to Custom Blended Oils, Inc.’s Septcmber 30, 1990 income statement,
GG sales have increased $170,735 since 1988 (1990 $1,731,092; 1988: $1,560,357).
This increase. -may be accounted for by the "other income" reported in 1990
($177,296). It is unikknown from the documents provided what constitutes “other
income.” Net income for CustOmﬁB,l\nded Oils, Inc. ($85,059) indicates that

O the firm was more profitable in 1990 than it has ever been. Cash flow
L -~ ($118,808) and total assets ($589,225) have approximately._doubled since 1988,

- and mortgages and notes have declined slightly to $295,279 (see. Table 1)

drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore
we are uncertain as to whether hirings have occurred, lay-offs have been made,
or if this is the "normal” staff.

S . Custom Blended Oils, Inc. employed eight (8) drivers in 1990. The number of
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The inventory list provided shows that Customn Blended Oils, Inc. maintains
office equipment and operating equipment that value (at purchase price)
$435,470. The actual worth of these assets is not known, however it is clear
that Custom Blended Oils, Inc. does have assets that can be sold to generate
cash.

Claim information for Custom Blended Oils, Inc. is provided. It is uncertain
whether the values given are the actual amounts of the claims or if these values
constitute the portion of the claim to be paid by Custom Blended Qils, Inc.
Considering our uncertainty regarding the claim given by Custom Blended Oils,
Inc.’s management, we cannot make an assessment of how Custom Blended Qils,
In¢.’s payment of these claims would effect the firm’s ability to pay the imposed
civil penalty. .

Although the financial ratios commonly used to assess ability to pay and the current financial
position of Custom Blended Oils, Inc. indicate that the firm should be able to pay the civil
penalty and remain viable, the accuracy of the latest- documents from which this information
was taken (previously discussed under Nature of Documents) must be carefully considered.

Based on the December 31, 1990 statement of working capital, the 1989 Corporate Income
Tax Return, the listings of accounts receivable and payable as of December 31, 1990, and
Lorene Winkle's letter identifying the employees laid-off from Custom Blended Oils, Inc., the
following observations have been made:

As of December 31, 1990, Custom Blended Oils, Inc.’s working capital position
is a negative $144,390 (calculated as current assets less cumrent liabilities, ie.,
$171,341 - $315,731 = $(144,390)). It is in the opinion of R. Ray Simpson,
CPA for Custom Blended Oils, Inc. that "the company would not be able to
cash flow any additional loan payments or penalty assessments at this time.”
If these figures are accurate and follow generally accepted accounting principles,
we concur with Mr. Simpson’s opinion and additionally ask, how can this firm
remain in business?

Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987
(September 30). ABEL Users Manual) indicate that based on Custom Blended
Oils, Inc.’s 1989 Corporate Income Tax Return (year ending September 30,
1990) the firm is solvent and maintains a healthy liguidity, however an
extremely high debt to equity ratio (43.19) indicates that the firm will experience
great difficulty in borrowing funds.

Custom Blended Oils, Inc.’s current ratio of 4.03 indicates healthy liquidity
which differs from the current ratio (1.80) calculated using the September 30,
1990 financial statements based on Custom Blended Oils, Inc.’s management
figures. Both the beaver’s ratio (0.30) and the times interest eamned ratio (2.60)
indicate solvency as did the beaver’s ratio and times interest eamed calculated



Mr. Allen Wojtas 5- February 25, 1991

using Custom Blended Oils, Inc.’s unaudited September 30, 1990 financial
statements. The large discrepancy between the debt to equity ratios (43.19 and
0.97, based on 1989 Corporate Income Tax Return information and the unaudited
September 30, 1990 financial statements information, respectively) is due to the
compilation of Income Tax Returns on a cash basis. Therefore no accounts
payable were included as part of the total liabilities used in calculating the ratio
from the 1989 Income Tax Return, but accounts payable was included in
calculating the ratio when using the unaudited financial statements. The absence
of accounts payable from total liabilities accounts for the high debt to equity
ratio {sec Table 1).

. According to Custom Blended Oils, Inc.’s 1989 Corpoerate Income Tax Return
(year ending September 30, 1990) sales are $1,732,118, an increase of $171,761
since 1988 ($1,560,357). This amount is comparable to that given by Custom
Blended Oils, Inc.’s management on their September 30, 1990 financial statement
($1,731,092). However, the taxable income ($250), cash flow ($62,571), total
assets ($205491) and mortgages and notes ($192,457) given on the 1989
Corporate Income Tax Return differ from the figures given on the unaudited
September 30, 1990 financial statements (i.e., taxable income, $85,059; cash
flow, $118,808; total assets, $589,225; mortgages and notes, $295,279).

The discrepancy between the taxable income figures are accounted for as some
of the expenses reported on the 1989 Corporate Income Tax Return are greater
than those report on the unaudited September 30, 1990 financial statements (i.e.,
repairs ($9,975 difference); rents ($1,487 difference); taxes ($2,689 difference);
depreciation ($28,572 difference); postage ($534 difference); supplies ($80,432
difference)). In addition, the net operating loss deduction ($38,441) was
accounted for on the 1989 Corporate Income Tax Return, reducing the taxable
income to an even smaller amount.

The cash flow difference (calculated as taxable income and depreciation; 1989
Income Tax Return, $62,571; unaudited September 30, 1990 financial statements,
$118,808) is accounted for by the discrepancies in taxable income, but this
large difference is somewhat offset by the discrepancy in the stated depreciation
amounts {1989 Income Tax Return, $250 + $62,321; unaudited September 30,
1990 financial statements, $85,059 + $33,749). The smaller reported amounts
for total assets and for mortgages and notes on the 1989 Corporate Income Tax
Return is due, again, to the compilation of Income Tax Returns on a cash basis.
Accournts receivable and inventory, and accounts payable were not included in
the 1989 Income Tax Retum calculations for total assets and for mortgages and
notes, respectively, however they were used in calculating these figures using
the unaudited September 30, 19990 financial statements (see Table 1).

. A list of Custom Blended Oils, Inc.’s accounts receivable as of December 31,
1990 compiled by R. Ray Simpson, CPA, shows a net value of $83,022.81 (total
of $92,281.66 less bad debts of $9,258.85). This amount corresponds to the
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amount used in calculating Custom Blended Oils, Inc.’s working capital position
as of December 31, 1990. When comparing this amount ($83,022.81) with the
September 30, 1990 amount ($121,586) from the unaudited financial statements,
it appears that Custom Blended Oils, Inc. has received $38,563.19 in payment
of accounts receivable since September 30, 1990.

A list of Custom Blended Oils, Inc.’s accounts payable as of December 31, 1990
compiled by R. Ray Simpson, CPA, shows a value due of approximately
$372,000. This amount differs from that used in R. Ray Simpson’s, CPA,
compilation of working capital as he has a current liability amount (accounts
payable and current portion of long-term debt of $315,731). When comparing
these amounts with the September 30, 1990 amount ($54,966) from the
unaudited financial statements, it appears that Custom Blended Oils, Inc. has
incurred approximately $261,000 (December 31, 1990 statement of working
capital) to $317,000 (December 31, 1990 list of accounts payable) in debt since
September 30, 1990.

A letter dated February 14, 1991 from l.orene Winkle, President of Custom
Blended Oils, Inc. identified eight (8) employees that have been laid off and the
date that each employee was laid off. She states that the reason for the lay-
offs is because the firm does not have the funds to pay the employees. In
addition, their business level has become lower than at any time she can

remember a.nd no relief is seen_ in the near future.
.lrf_- [ o '.4 'Q—A_ 1‘1'1““(/

From these dawmenté it appears that Custom Blended Oils, Inc. is facing hardship in its
business operation. ‘It is our opinion that Custom Blended Oils, Inc. would currently have
difficulty in paying the assessed civil penalty.

Ability to Pay Issues and Concerns

The following are questions or issues on the party’s ability to pay based on our review of the
most current docutnents provided:

Information given on the September 30, 1990 financial statements provided by
Custom Blended Oils, Inc.’s management is "unaudited” which significantly
reduces the confidence that can be placed on any conclusions about Custog
Blended Oil, Inc.’s ability to pay.

Information is not available on what happened "financially” to Custom Blended
Oils, Inc. between September 30, 1990 and December 31, 1991." Based on the
December 31, 1990 statement of working capital, the firm received some of their
accounts receivable, employee advances were used, as was some of the prepaid
interest, yet cash decreased $86,180. Some funds may have been used to pay
expenses and to decrease the current long-term debt ($104,309 - $89,340 =
$14969). However, while current long-term debt declined, accounts payable
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increased $171,425 (from $54,966 (9/30/90) to $226,391 (12/31/91)). More
information is needed to clarify this firm’s financial position.

. Information given on the list of accounts payable as of December 31, 1990
provided by R. Ray Simpson, CPA, shows a greater value of accounts payable
than does the December 31, 1990 statement of working capital also provided by
R. Ray Simpson, CPA. Possibly, the list contains a portion of the current long-
term debt as well as accounts payable, however clarification of this discrepancy
would be helpful in determining the true financial condition of Custom Blended
Qils, Inc.

As previously stated, further information regarding the accuracy of the financial statements and
additional financial information would be helpful in completing a more thorough assessment
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the
U.S. EPA is seeking.

All financial assessments made in this report are based on information provided by Custom
Blended Oils, Inc. and R. Ray Simpson, CPA, to the US. EPA. Lack of previousty
mentioned information makes it impossible to perform a complete assessment of Custom
Blended Oils, Inc.’s ability to pay the civil penalty sought by the U.S. EPA.

Given the findings of this letter report conceming Custom Blended Oils, Inc., we will await
further guidance from you. Please call if you have any questions.

Sincerely,

Shelly L. Wohler
Analyst

ms/3729.046

cc: Tom Lentzen, M&E
Dan Francke, DPRA
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February 26, 1991

Allen Woijtas

MI/WI Technical Enforcement Section
RCRA Enforcement Branch

EPA, Region V

Chicago, IL 600604

RE: Letter Report, TES X, WA No. R05046 Custom Biended Qils, Inc. (E&L Tank
Cleaners, Inc.) Financial Assessment of Ability to Pay; Supplemental Analysis
of More Cumrent Data

Dear Mr. Wojtas:

We summarize below the results of our review of the financial records provided to us on
Wednesday, February 13, 1991 and on Wednesday, February 20, 1991. The financial records
provided include: (1) September 30, 1990 financial statements of Custom Blended Oils, Inc.
compiled by R. Ray Simpson, Certified Public Accountant (CPA). Included with the balance
sheet, income statement and statement of changes in retained eamings are an inventory list,
claims information and a list of Custom Blended Oils, Inc.’s current 1990 drivers. Although
these documents were compiled by Mr. Simpson, the information given on them is a
representation of Custom Blended Qils, Inc.’s management and have not been audited nor
reviewed by Mr. Simpson; and (2) December 31, 1990 statement of working capital (current
assets less current liabilities) compiled by R. Ray Simpson, CPA.

This analysis supplements our previous letter reports dated November 2, 1990 and November
28, 1990 pertaining to a potentially liable party’s (PLPs) ability to pay a civil penalty
associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site. In addition,
we have presented issues and questions which, once resolved, would provide additional
information for making a final assessment of the facility’s abxhty to pay the civil penalty
which the U.S. Environmental Protection Agency (U.S. EPA) is seeking.

Background and Purpose

Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility
that also markets used oil fuel andfor hazardous waste fuel. It is located at South Rathje
Road, Peotone, Illinois. Emest Winkle, President of Custom Blended Qils, Inc. (E&L Tanks
Cleaners, Inc.}) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40
CFR 266.43(b)3 and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S.
EPA issued a second NOV on October 12, 1988. A third NOV was issued by the U.S. EPA
on January 12, 1989 indicating violations whlch were determined during a Novemnber 18, 1988
inspection of the facility. In response to an April 21, 1989 Information Request issued by the
U.S. EPA, Custom Blended Oils, Inc. contended that they did not market off-specification used
oil fuel, and thus, the regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them.

200 Research Jrve PO Box 727 Manhattan. Karsas 66502 Teierhong 2058750 ant
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However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that
Custom Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the
marketing of used oil and hazardous waste fuel for energy recovery. A penalty of $85,750
was proposed for the noncompliance. During negotiations with the facility, representatives
indicated that the facility is unable to pay the proposed civil penalty.

The purpose of this Letter Report is to supplement previous assessments of Custom Blended
Qils, Inc.’s (E&L Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide
a current assessment of the adequacy of the new documents received from U.S. EPA, in the
form of issues andfor questions for any subsequent enforcement proceedings. Inconsistencies
are found between the September 30, 1990 financial statements and the December 31, 1990
statement of working capital. It appears, from the September 30, 1990 documents, that
Custom Blended Oils, Inc. is a profitable firm and would have no problem paying the assessed
civil penalty, however the validity of these documents is questioned as they represent Custom
Blended Oils, Inc.’s management figures and have not been audited or reviewed by a CPA.
The December 31, 1990 statement of working capital shows a negative $144,390, hence,
Custom Blended Oils, Inc. would be unable to make any payment of the assessed civil
penalty. The inconsistencies make any new insights into ability to pay uncertain.

This assessment has been completed as part of TES X Work Assignment No. R05046 under
EPA Contract No. 68-W9-0007.

Nature of Documents

On February 13, 1991, copies of Custom Blended Oils, Inc.’s September 30, 1990 balance
sheet, income statement, and statement of changes in retained eamings as developed by
Custom Blended Oils, Inc.’s management and compiled by R. Ray Simpson, CPA, were
supplied by Allen Wojtas of the U.S. EPA. Also received were reports identifying Custom
Blended Qils, Inc.’s current drivers for 1990, inventory, and claim information since 1988.
These documents merely represent information from Custom Blended Oils, Inc.’s management
and have not been audited or reviewed by a Certified Public Accountant (CPA), nor do they
follow generally accepted accounting principles.

On February 20, 1991, a statement of Custom Blended Oils, Inc.’s working capital as of
December 31, 1990 estimated by R. Ray Simpson, CPA, was again supplied by Allen Woitas,
U.S. EPA. 1t is unknown if this document represents audited information (we would assume
that it does) or if it is, again, a representation of Custom Blended Oils, Inc.’s management.

Preliminary Conclusions on Ability to Pay

Based on the September 30, 1990 financial statements for current Blended Oils, Inc., list of
current 1990 drivers, inventory list and claims information, the following financial observations
have been made:
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. Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987
(September 30) ABEL Users Manual) indicate that based on the September 30,
1990 conditions alone, Custom Blended Oils, Inc.’s business operations are
marginal, if not successful. Although the current ratio (1.80) indicates that the
fim may suffer from liquidity problems, both the beaver's ratio (0.47) and the
times interest eamed ratio (5.12) indicate that the firm is solvent. The debt to
equity ratio (0.97) shows that additional debt capacity may be possible (see
Table 1).

e According to Custom Blended Oils, Inc.’s September 30, 1990 income statement,
sales have increased $170,735 since 1988 (1990: $1,731,092; 1988: $1,560,357).
This increase may be accounted for by the "other income” reported in 1990
($177,296). It is unknown from the documents provided what constitutes "other
income.” Net income for Custom Blended Oils, Inc. ($85,059) indicates that
the firm was more profitable in 1990 than it has ever been. Cash flow
($118,808) and total assets ($589,225) have approximately doubled since 1988,
and mortgages and notes have declined slightly to $295,279 (see Table 1).

. Custom Blended Oils, Inc. employed eight (8) drivers in 199¢). The number of
drivers previously employed by Custom Blended Oils, Inc. is unknown, therefore
we are uncertain as to whether hirings have occurred, lay-offs have been made,
or if this is the "normal" staff.

. The inventory list provided shows that Custom Blended Oils, Inc. maintains
office equipment and operating equipment that value (at purchase price)
$435,470. The actual worth of these assets is not known, however it is clear
that Custom Blended Oils, Inc. does have assets that can be sold to generate
cash.

. Claim information for Custom Blended Otils, Inc. is provided. It is uncertain
whether the values given are the actual amounts of the claims or if these values
constitute the portion of the claim to be paid by Custom Blended Oils, Inc.
Considering our uncertainty regarding the claim given by Custom Blended Oils,
Inc.'s management, we cannot make an assessment of how Custom Blended Oils,
Inc.’s payment of these claims would effect the firm’s ability to pay the imposed
civil penalty.

Although the financial ratios commonly used to assess ability to pay and the current financial
position of Custom Blended Qils, Inc. indicate that the firm should be able to pay the civil
penalty and remain viable, the accuracy of the latest documents from which this information
was taken (previously discussed under Natwre of Documents) must be carefully considered.

Based on the December 31, 1990 statement of working capital, the following observation has
been made:
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. As of December 31, 1990, Custom Blended Oils, Inc.’s working capital position
is a negative $144,390 (calculated as current assets less current liabilities, ie.,
$171,341 - $315,731 = $(144,390)). It is in the opinion of R. Ray Simpson,
CPA for Custom Blended Oils, Inc. that "the company would not be able to
cash flow any additional loan payments or penalty assessments at this time."
If these figures are accurate and follow generally accepted accounting principles,
we concur with Mr. Simpson’s opinion and additionally ask, how can this firm
remain in business?

Ability to Pay Issues and Concerns

The following are guestions or issues on the party’s ability to pay based on our review of the
most current documents provided:

. Information given on the September 30, 1990 financial statements provided by
Custom Blended Oils, Inc.’s management is "unaudited" which significantly
reduces the confidence that can be placed on any conclusions about Custom
Blended O1i, Inc.’s ability to pay.

. Information is not available on what happened "financially” to Custom Blended
Oils, Inc. between September 30, 1990 and December 31, 1991. The firm
received some of their accounts receivable, employee advances were used, as
was some of the prepaid interest, yet cash decreased $86,180. Some funds may
have been used to pay expenses and to decrease the current long-term debt
($104,309 - 389,340 = $14,969). However, while current long-term debt
declined, accounts payable increased $171,425 (from $54,966 (9/30/90) to
$226,391 (12/31/91)). More information is needed to clarify this firm’s financial
position, '

As previously stated, further information regarding the accuracy of the financial statements and
additional financial information would be helpful in completing a more thorough assessment
with better reliability on the ability of Custom Blended Oils, Inc. to pay the civil penalty the
U.S. EPA is seeking.

All financial assessments made in this report are based on information provided by Custom
Blended Oils, Inc. and R. Ray Simpson, CPA, to the US. EPA. Lack of previously
mentioned information makes it impossible to perform a complete assessment of Custom
Blended Oils, Inc.’s ability to pay the civil penalty sought by the U.S. EPA.
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Given the findings of this letter report concemning Custom Blended Oils, Inc., we will await
further guidance from you. Please call if you have any questions.

IV eles)

Shelly L. Wohler
Analyst

Sincerely,

ms/3729.046

cC Tom Lentzen, M&E
Dan Francke, DPRA
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R. RAY SIMPSON

- Certified Public Accountant
13 CHARLTON DRIVE

. ' 107 NORTH DIXIE
KANKAKEE, ILLINCIS o501
PHONE; {815} 932-3282 M PRONE: (15) 4722614

PHONE: {815} 472.2614

February 13, 1991

Sandra R Otaka, Esg.

Rssistant Regional Counsel

U.S. Environmental Protaction Agency
Region Vv

230 South Oearborn Street

Chicago, Illinois 60604

RE: Custom Blended 0ils, In
USEPR 1D #1LB069503944

LDear Counsellor:

Enclosed are listings of the Information I used to make my
calculation of Custom Blended 0Olls, Inc., working capital peslition
as of December 31, 1990. The 1listings support the following
calculatiens.

CURRENT ASSETS:

Cash - $ 5,663
Accounts Receivable 83,022
Inventory {Estimate) 55,000
Prepald Interest 27,658

TOTAL CURRENT ASSETS $ 171,341

CURRENT LIABILITIES:

Accounts Payable $ 226,391
Current Portion L.T., ODebt B9, 340
TOTAL CURRENT LIABILITIES $ 315,731
WORKING CAPITAL ' ${144,390)

If you have any guestions, please call.

Very truly yours,

R. Ray Simpson CPA

RRS:1b
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On November 2, 1990, DPRA prepared and delivered a Letter Report to EPA providing an
assessment of Custom Blended Oils, Inc.’s (E&L Tank Cleaners, Inc.) ability to pay a civil
penalty of $85,750 and to provide an assessment of the adequacy of documents received from
U.S. EPA, in the form of issues and/or questions for any subsequent enforcement proceedings.
The purpose of this Letter Report is to provide a further assessment of this issue by reviewing
data pertaining to Emest and Lorene Winkle’s personal ability to pay the civil penalty. The
resolution of the issues and/or the answers to the questions provided should help resolve some
remaining concems regarding Custom Blended Oils, Inc.’s (E&L Tank Cleaners, Inc.) ability
to pay a civil penalty.

This assessment has been completed as indicated in the Statement of Work and Work Plan
for TES X Work Assignment No. R05046 under EPA Contract No. 68-W9-0007.

Nature of Documents

Photocopies of U.S. Individual Income Tax Returns for the years 1984 through 1989 were
supplied to the U.S. EPA by Ray Simpson, CPA, accountant for Ernest and Lorene Winkle
and Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.).

Also provided were U.S. Corporate tax returns which were previously analyzed in our
November 2, 1990 Letter Report (see attached). As that Letter Report explained, the earlier
analysis conducted on Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) indicated that
some form of payment of the assessed penalty was possible, although conclusive evidence on
the level of payment currently feasible was not available.

DPRA Incorporated received the additional documents (ie., U.S. Individual Income Tax
Returns) from Allen Wojtas, EPA Primary Contact, on November 21, 1990 and completed the
following supplemental assessment.

Assessment of Ability to Pay

In reviewing Ernest and Lorene Winkle's tax returns for the years 1984 through 1989, it
appears that their major personal assets have included income from salary and wages, their
home (value upknown), their commercial property (purchase.price $53,000), and a bond,
mortgage or security from LLW & Associates ($77,000; written off as a capital loss in 1988).

The Winkle’'s income from wages and salaries (see Form 1040, U.S. Individval Income Tax
Returns, Page 1, Line 7) for the years 1984 through 1989 is limited. The amount of wage
and salary income ranges from $19,380 in 1988 to $20,824 in 1985. This limited income
level, by itself, can not contribute significantly in paying the assessed civil penalty. However,
tax statements are biased in that they report only income and do not provide complete
information on assets or actual net worth. In an effort to determine the Winkle’s personal
ability to pay the assessed penalty, several issues, in addition to these income assets, need to
be considered.
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First, total liabilities for each year should be compared with total assets to obtain a clearer
understanding of the Winkle’s financial position. However, due to a lack of comprehensive
asset and liability-related data, a complete assessment can not be conducted. A brief summary
of the liability data available is provided in the following paragraphs.

An obvious personal asset and liability is the home owned by Ernest and Lorene Winkle.
They have reported yearly interest payments on their home mortgage (see Form 1040, U.S.
Individual Income Tax Returns, Schedule A, Page 1, Line 9a) ranging from $3,529 in 1985
to $2,078 in 1989. These payments indicate a relatively modest house or low debt level or
both. Generally, this would not appear to be a major source of equity. Furthermore, we are
not qualified to address the legality of including private homes for consideration in the
financial settlement of the Compliance Order. :

Personal interest was also paid to various sources by the Winkle’s in each of the years, 1984
through 1989 (see Forn 1040, U.S. Individual Inc. Tax Returns, Schedule A, Page 1, Line
12a). In both 1986 and 1987, $980 in interest was paid to GMAC and in 1986, $1,230 in
interest was paid to Municipal Bank. These were the largest interest payments made. While
the level of assets corresponding to these liabilities are unknown, the amount of the payments
are minor, suggesting that no large assets were realized through these Habilities. More
information is needed on the types and anounts of these personal liabilities and assets to make
more definite conclusions.

As well as making interest payments, Ernest and Lorene Winkle’s tax returns report substantial
interest eamnings in the years 1985 through 1988. 1In 1989, interest income decreased over
$10,000 (1988: $10,509; 1989: $327) as reported on Line 8a of the first page of Form 1040
of the Individual Income Tax Returns (if over $400 in interest income is reported, see a
detailed breakdown on Schedule B-Interest and Dividend Income, Page 2, Part 1, Line 2).
This substantial loss of interest income was due to the Winkle’s writing-off of $77,000 in
bonds, mortgages or other securities (LLW & Associates) as a long-term Capital Loss. Also,
in 1989, the Winkles wrote off $148,000 in unknown assets as a long-term Capital Loss (see
Form 1040, U.S. Individual Income Tax Returns, Schedule D-Capital Gains and Losses, Part
II, Line 17). It is unknown if these are true losses or business write-offs with some potential
recoverability or residual value,

An analysis of the assets providing these interest eamings would be beneficial in assessing
Custoin Blended Oils, Inc.’s (E&L Tank Cleaners, Inc.) ability to pay. By assuming general
interest rates, it is possible to estimate the corresponding general amount of principal (assets)
which might be available to pay the environmental penalty. The estimated principal is shown
below for 1985 through 1989 by combining all interest earnings for a year as reported in the
income tax returns and applying typical interest rates to this amount in order to calculate
corresponding principal levels. A high and low interest rate is assumed for each year and is
based on common interest bearing investinents as documented below.
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Estimated
Corresponding

Reported Interest Rates(%) Principal Amount ¢/
Year Interest earnings High &/ Low b/ Low High
1985 $ 6,608 10.1 7.5 $ 65,000 $ 88,000
1986 $10,455 7.3 6.0 $143,000 $174,000
1987 $12,633 7.9 3.8 $160,000 $218,000
1988 $10,509 8.6 6.7 $122,000 $157,000
1989 $ 327 8.9d/ 1.6 $ 3,700 $ 4300

a/ 3-Year U.S. Treasury Bonds, Board of Governors of the Federal Reserve System, Annual Statistical
Digest as cited in Department of Commerce, Statistical Abstract of the United States.

b/ 3-Month Treasury bills, source same as above.

Assuming annual payment.

Corporate bond rate-Moody’s AAA.

b
cf
&

This analysis suggests that Emest and Lorene Winkle now have considerably less interesf
bearing assets in 1989 ($3,700-$4,300) than in earlier years (e.g., 1988: $122,000-$157,000).

The individual income tax returns provided also show that, in addition to owning a home,
Emest and Lorene Winkle own a commercial property in Peotone, Illinois. As no interest
payments are made {or, no payments are explicitly stated in the tax returns), it appears that
the Winkle’s own this property "free and clear.” The value of this property at the time of
purchase in 1974 was $53,000 (see 1984 Form 1040, U.S. Individual Income Tax Return,
Schedule B-Supplemental Income Schedule, Page 2, Part V, (c)). Assuming 5% appreciation
in value per year, this property would currently be worth over $100,000. The Winkle’s are
also receiving rental income from this property (1989: $21,805-Form 1040, U.S. Individual
Income Tax Return, 1989, Page 1, Line 18). This property apparently includes a 10,000 sq.
ft. lot with the building (see Form 1040, 1984 U.S. Individual Income Tax Return, Schedule
E-Supplemental Income Schedule, Page 1, Patt V). Its general location would seem to
enhance its commercial value as Peotone is located near Interstate 57 about 30 miles south
of Chicago, Illinois.

Putting the unknown liabilities aside, the interest income received by the Winkle’s, the rental
income received from the commercial property, as well as the value of the property itself
would indicate that the Winkle’s, as corporate officers and owners, could pay some of the
penalty assessed by the EPA. It does not appear from the information reviewed that the
Winkle’s could pay the entire $85,750 penalty. However, without an actual assessment of the
value of the commercial property and without further information regarding the unknown
liabilities, a thorough evaluation of their ability to pay can not be made.
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Additional Questions/Area of Concern

There are several questions/concerns which should be answered/addressed in order to more
conclusively determine the amount of Emest and Lorene Winkle’s potential contribution to the
ordered penalty. Again, the information considered for purposes of this report excluded certain
critical factors, such as the value of the liabilities, the nature of the assets which generated
interest income, and property issues. Specific questions we have are:

L. In 1988, the officers of Custom Blended Oils, Inc. were not compensated and no loans
were granted, yet the Winkle’s individual tax return showed a positive amount for
wages, salaries, tips, etc. It does not seem likely that the income was generated by
Lorene Winkle as her occupation is stated as "housewife" on the tax returns. How was
the income generated? Is it a potential source of future income?

2. An IRS Form 4562 4.year ACRS Schedule for Custom Blended Oils, Inc. shows that
nine (9) of E&L Tank Cleaners, Inc.’s assets (with a combined cost or basis value of
$60,512 or a 1989 depreciated value of $13,716) were conveyed to Custoin Blended
Qils, Inc., however three (3) of these assets (combined cost or basis value of $16,400)
were fully depreciated as of September 30, 1989. The question still remains, however,
as to what happened to the other E&L Tank Cleaner, Inc. assets found on IRS Form
4562 (1986) Depreciation and Amortization Schedule (combined cost or basis value of
$505,977, or a 1988 depreciated value of $44, 426). Although it is shown that some
of these "other assets” were fully depreciated and had no book value, some market
value for these assets must have been available; or were these assets merely disposed
of without regard to their value; or were the proceeds from the sale of these assets (if
they were sold) used to pay off E&L Tank Cleaners, Inc.’s debt?

3. What is Custom Cleaning Systems, Inc.? Does it generate significant cash flow or
represent a source of financial liquidity or assets? (See Form 1040 1988 Income Tax
Return--Schedule B-Interest and Dividend Income, Page 2, Part I, No. 2 and Schedule
E-Supplemental Income Schedule, Page 2, Part II-Income or Loss From Partnerships
and S Corporations) '

4. Interest income was reported on tax returns for the years 1984 through 1988. The

sources of the reported amounts are given, but values were not. What specific types
of assets are these and what are their values?

Recommendations

In addition to possibly seeking information to the above questions, the EPA might also
consider the following specific recommendations to obtain additional substantive information:

1. Solicit a preliminary appraisal of the commercial property in Peotone, Illinois and other
key assets of company.
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2. Request information on the nature and the status of the Winkle’s former interest paying
asset from LLW & Associates.

3. Request from the Winkle’s a notarized current net worth statement. See attached
standard form.

Conclugions

As was previously stated, the information on Custom Blended Oil’s and the Winkie’s
liabilities, interest bearing assets, other assets and property is not sufficient for a thorough
and conclusive financial assessment of their ability to pay the civil penalty the U.S. EPA is
seeking. From the information evaluated, it appears that Custom Blended Oils, Inc. and/or
the Winkle’s can pay some of the civil penalty. However, a lump-sum payment of the entire
$85,750 penalty by either Custom Blended Oils, Inc. and/or the Winkle’s is doubtful. It is
our professional opinion that a smaller lump-sum payment or installment payments of $15,000
to $30,000 would appear to have some feasibility based primarily on the equity potential in
the Peotone commercial property, the sales and profit potential of Custom Blended Oil and
equity in the business property (trucks and trailers).

From a financial perspective, it is difficult to be very conclusive as the companies and their
owners face a problem common to small businesses. They appear to have relatively significant
assets but have liquidity and cash flow problems in converting the assets to cash either through
mortgages or liquidation. Finally, all financial assessments made in this report are based only
upon the information provided by the U.S. EPA. It should be understood that the available
data, while providing significant insight, is not sufficient to complete a precise assessment
of Emest and Lorene Winkle’s or Custom Blended Oil’s ability to pay the civil penalty sought
by the EPA. Additional questions still remain as shown above, and financial conditions can
change rapidly and historic data can be misleading,

Given the findings of this Addendum Letter Report concerning Emest and Lorene Winkle's
personal ability to help pay the penalty assessed in regard to the Custom Blended Oils, Inc.
(E&L Tank Cleaning, Inc.) site, we await further guidance and input from you. If you have
any questions, please call.

Smcerely,
Ghilly 0900000

Shelly L. W’ohlcr
Analyst

kmh/3729.046
cc: Daniel Francke, DPRA Incorporated
Tom Lentzen, Metcalf & Eddy



SR sraree Form No. 8458 Individual Financial Slatermnent

INDIVIDUAL FINANCIAL STATEMENT Contidential
Datle of
Name Phane Birth
Aesidence Soclal Sei:urlly Number

Business or Occupation

Address

To

Date o! Statemeni

ASSETS

LIABILITIES AND NET WORTH

Cash on hand and inbanks (A} .. . §
U. S. Government securities (B) . .

Other stocks and bonds {B}. . ...

Accounts and notes receivable {C):
Due fram relatives and friends .

Due fromaothers —good .. ...

Due fram others — doubtful. , .

Realestate (D). .............

Automobiles . . . ............

Cash value of life insurance [E} ., . .

Other assets — itemize

Notesduetobanks {A}....... §
Notes due to relatives and

friends (F} .. .........i..
Notes due to others {F} ... ....
Accounts and bills due (F} .....
Unpaid income taxes . .. ......
Other unpaid taxes and interest . .
Real estate morigages payable (D},
Contract accounts payable (F} . ..
Brokers margin accounts. ......
Other debts — itemize

Total assets. .. .........$

Total liabilities .............$

Networth. . .. ......c00evas
Total liabilities and
metworth. . ...........$

CONTINGENT LIABILITIES

As endorser, comaker, or

guarantor . .. ......c ... %
On Jeases or contracts. . . ......

Legalclaims . ..............

Federal income taxes , . .......

Other — list

ANNUAL INCOME

BA)arY. . i e ittt el $
Commissions and bonuses . . ....
Dividends . . . . ......0c0even

Rental and lease incoma (net of

operating expenses} ... .....

. Allmpur, 1thild jupporl, a¢ sopirels maind
Other — hst o l.:n: alh 1e hera W rentidered o

il
!
I
I

For the purpose of procuring credii from iime lo time, i furnish the foregaing as a true and accurate stalement of my
financiai condition. Authorization Is hereby given lo the bank 1o verily in any manner it desms appropriste any and ail
items Indicaled on this application, False stalements may be sub)ect lo prosecution under Tiie 18 of the U. 8. Code.

DATE

SIGNATURE

SIGNATURE

fover]



{A} CASH IN BANKS AND NDTES DUE TD BANKS

NAME OF BANK

OM DEPOSIT DUE BANKS COLLATERAL (IF ANY)

(B} U.S. GOVERNMENT SECURITIES AND OTHER STOCKS AND BONDS

NG, OF SHARES OR
FACE VALUE (BONDS)

DESCRIPTION COST

MARKET VALUE

$ $

{C) ACCDUNTS AND NDTES RECEIVABLE

BORROWER WHEN DUE BALANCE DUE |ORIGINAL AMOUNT|  SECURITY (tF ANY) 5'
$ $

i
e

(D) REAL ESTATE

DATE TITLE IN PAESENT MORTGAGE
DESCRIPTION ACQUIRED | WHDSE NAME cosT VALUE AMDUNT | HOW PAYABLE
$ $ $
(E) LIFE INSURANCE
AMOUNT NAME OF CDMPANY BENEFICIARY CASH VALUE LOANS
$ $ $
{F) NOTES, CONTRACTS, ACCDUNTS, AND BILLS DUE
OWED TO DATE BALANCE DUE | WHEN DUE PURPOSE OR COLLATERAL {IF ANY|

$

s
e ] i T



TESX-D01-RO5046-12-0001

< DPRA

November 2, 1990

Allen Wojtas

MI/WI Technical Enforcement Section
RCRA Enforcement Branch

EPA, Region V

Chicago, IL 60604

RE: Letter Report, TES X, WA No. R05046 Custom Blended Oils, Inc. (E&L Tank
Cleaners, Inc.) Financial Assessment of Ability to Pay

Dear Mr. Wojtas:

We summarize below the results of our review of the content and adequacy of financial records,
and findings of a financial assessment pertaining to a potentially liable party’s (PLP’s) ability to
pay a civil penalty associated with the Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) site.
In addition, we have presented a number of issues and questions, the resolution of which would
provide additional information for making a final assessment of the facility’s ability to pay the civil
penalty which the U.S. Environmental Protection Agency (U.S. EPA) is seeking.

Background and Purpose
Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) is a treatment/storage/disposal facility that

also markets used oil fuel and/or hazardous waste fuel. It is located at South Rathje Road,
Peotone, Illinois. Ernest Winkle, President of Custom Blended Qils, Inc. (E&l., Tanks Cleaners,
Inc.) was issued a Notice of Violation (NOV) by the U.S. EPA for violation of 40 CFR 266.43(b)3
and 4 on August 30, 1988. Due to a deficient response to this NOV, U.S. EPA issued a second
NOV on October 12, 1988. A third NOV was issued by the U.S. EPA on January 12, 1989
indicating violations which were determined during a November 18, 1988 inspection of the facility.
In response to an April 21, 1989 Information Request issued by the U.S. EPA, Custom Blended
Oils, Inc. contended that they did not market off-specification used oil fuel, and thus, the
regulations in 40 CFR 266.43(b)(1-5) and (6)(ii) did not apply to them.

However, the U.S. EPA has issued a Complaint and Compliance Order which specifies that Custom
Blended Oils, Inc. has failed to meet particular RCRA requirements relating to the marketing of
used oil and hazardous waste fuel for energy recovery. A penalty of $85,750 was proposed for
the noncompliance. During negotiations with the facility, representatives indicated that the facility

is unable to pay the proposed civil penalty.

The purpose of this letter report i3 to provide an assessment of Custom Blended Oils, Inc.’s (E&L
Tank Cleaners, Inc.) ability to pay a civil penalty of $85,750 and to provide an assessment of the
adequacy of documents received from U.S. EPA, in the form of issues and/or questions for any
subsequent enforcement proceedings. The resolution of the issues and/or the answers to the
questions provided should help resolve any remaining concerns regarding Custom Blended Oils,
Inc.’s (E&L Tank Cleaners, Inc.) ability to pay the civil penality.

This assessment has been completed as indicated in the Statement of Work and Work Plan for TES
X Work Assignment No. R05046 under EPA Contract No. 68-W9-0007.

200 Research Orive PO Box 727 Manhattan. kansas 66502  Teiephons 913-539-3565  FAX 313.539.9.7

Other ofhces: Wastington. OC St Paul. Chicage. Oenver Dallas. Kansas City  Qak 3.
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Nature of Documents

Photocopies of U.S. Corporate Tax Returns for both Custom Blended Oils, Inc. (for tax years
1986, 1987 and 1988; years ending September 30, 1987, 1988 and 1989) and E&IL Tank Cleaners,
Inc. (for tax years 1984, 1985, 1986, and 1987; years ending March 31, 1985, 1986, 1987, and
1988) were supplied by Allen Wojtas, of the U.S. EPA to Dan Francke, Vice President, DPRA
Incorporated on October 19, 1990. Also received were Dun & Bradstreet reports for Custom
Blended Qils, Inc. (Statement Dates: September 30, 1987 and September 30, 1989) and E&L Tank
Cleaners, Inc. (Statement Date: March 31, 1988 and Statement of Rating Change dated December
4, 1989). These are the only financial documents received.

Preliminary Conclusions on _Ability to Pay
Based on the data received, the following financial observations have been made:

. Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 (Sept.
30). ABEL Users Manual) indicate possible problems in Custom Blended Qils, Inc.
(E&L Tank Cleaners, Inc.) paying the assessed civil penalty (see Table 1). Debt-
to-equity ratios are extremely high and have sometimes been negative. Other key
ratios have been marginal for the most part also. Although a basic trend in business
activity can usually be determined using these financial ratios, when comparing them
with industry target values, the ratios used (i.e., current ratio, Beaver's ratio, times
interest earned ratio, and debt-to-equity ratio) may give inconsistent mterpretauons
of a firm’s business operations.

For example, based on E&L Tank Cleaners, Inc.’s current ratio for tax years 1984
through 1987 (ranging from .34 to .81), this facility has faced constant liquidity
problems. This implies that the firm may not be able to raise funds to meet it's
short-run obligations and that one or more of its current assets are at an undesirable
level. However, cash flow the (Beaver's) ratio for tax years 1984 through 1987
(ranging from .22 to .64) and the times interest earned ratio for tax years 1986 and
1987 (2.80 and 4.14) showed that the facility was solvent and able to pay its debts
as well as the interest on its debts out of its earnings. By 1987, B&L Tank
Cleaners, Inc. had reduced its debt to a level (+1.32) where additional debt capacity
was possible. Therefore, EZL Tank Cleaners, Inc.’s 1987 financial ratios indicated
that it, without Custom Blended Oils, Inc.’s involvement faced possible liquidity
problems, but was in a satisfactory financial position.

When operations for B&L Tank Cleaners, Inc. were assessed with Customn Blended
Oils, Inc.’s operations in 1986 and 1987, the combined debt to equity ratio showed
that the firm may have difficulty when borrowing (9.75 and 5.79) and the current
ratio (.72 and 1.39) again showed some possible liquidity problems.

Alone, Custom Blended Oils, Inc. had a difficult first year (tax year 1986) with
liquidity and solvency problems, overall poor financial health and a negative debt
to equity ratio indicating that continuing operations were unlikely. In 1987 and
1988, Custom Blended Qils, Inc.’s cash flow (Beaver’s) ratio indicated that it’s
financial health was marginal (.17 and .14). It’s current ratio for 1987 and 1988
(3.76 and 4.77) indicated that it was solvent and able to pay its debts. However,
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based on the times interest eamed ratio for tax years 1987 and 1988 (.86 and .89),
only 86% (1987) and 89% (1988) of Custom Blended Oils, Inc.’s earnings were
available to pay the interest on its debts. Therefore, the satisfactory business
operations of E&L Tank Cleaners, Inc. during 1986 and {987 offset the poor
financial position faced by Custom Blended Oils, Inc. And, aithough Custom
Blended Oils, Inc.’s 1988 debt to equity ratio indicated that continuing operations
were unlikely, its positive cash flow and the current assets available (shown by the
current ratio of 4.77) indicated that a restructuring of business activities could be
accomplished making some form of payment of the imposed civil penalty possible.

. Custom Blended Oils, Inc. (E&L Tank Cleaners, Inc.) has reported no interest
income which suggests no liquid assets in the form of savings, CD’s money markets
or other interest bearing assets. However, the current assets of $67,590 (335,655
(cash) + $3,670 (trade notes) + $28,265 (other)) shown for the fiscal year ending
September 30, 1989 could provide some cash for payment of the civil penalty.

. Historical net losses by Custom Blended Oils, Inc. for the tax years 1986, 1987,
and 1988 (years ending September 30, 1987, 1988, and 1989) would also prohibit
the corporation from paying a $85,750 civil penalty. However, E&L Tank Cleaners,
Inc.’s assets and profits indicate sound business operations, and when assessed in
combination with Custom Blended Oils, Inc. it appears that payment of some of the

penalty is possible.

. It appears that payment of the penalty may have to be scheduled given the limited
resources. Two possible scenarios are considered; three year and five year. On a
three year (36 months) payment schedule, at 12 percent interest, annual payments
of $31,431.46 would pay off an $85,750 civil penalty. On a five year (60 months)
payment schedule, at 12 percent interest, the annual payments of $19,057.00 would
pay off an $85,750 civil penalty.

Based on the sales figures from Custom Blended Oils, Inc’s 1988 Corporate Tax
Return, the three year schedule for payment of the civil penalty with annual
payments of $31,431.46 is only 2 percent of sales. The five year payment schedule
with annual payments of $19,057 is 1.2 percent of sales. It appears from these
comparisons, that either payment schedule is attainable given a small increase in
prices or sales or some combination of each. E&L Tank Cleaners profits equalled
or exceeded these payment levels in 1986 and 1987.

. Attached to E&L Tank Cleaners, Inc.’s 1987 IRS Corporate Tax Return is IRS
Form 4562 (Depreciation and Amortization), which lists the properties owned by
the facility on an depreciation/ACRS schedule. The same form, also with an
attached schedule, is provided with Custom Blended Qils, Inc.’s 1986 IRS Corporate
Tax Return. A comparison was made between the two facilities’ Form 4562s in
trying to determine if any conveyance of E&I. Tank Cleaners, Inc.’s assets to
Custom Blended Oils, Inc. occurred before it ceased operanons in 1987. As no
duplication of assets was found, E&L Tank Cleaners, Inc.’s assets were either
liquidated or conveyed elsewhere (presumably to the company’s owners). If so, the
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owners or officers may have financial resources that could be made available for
possible payment of the penalty.

Although the financial ratios commonly used to asses ability to pay and historical net losses by
Custom Blended Oils, Inc. indicate possible problems in its ability to pay the civil penalty, it
appears from the positive cash flow, the historical sales level and the unexplained value of E&L
Tank Cleaners, Inc.’s assets that some form of payment can be made.

Ability to Pay Issues and Concerns
The following are key questions or issues on the party’s ability to pay based on our review of
available documents:

. Emest and Loraine Winkle, company officials, might be able to provide some
finances but their personal ability to pay can not be determined as personal financial
records are not available.

. What happened to E&L Tank Cleancrs, Inc.’s assets? Were the assets totally
depreciated and not of any value? Were the assets sold and, if so, where did the
proceeds from the sale go? Were the assets sold and the proceeds used to pay off
E&L Tank Cleaners, Inc.’s debt, or were they conveyed directly to the
officersfowners?

In comparing the assets (property) owned by E&L Tank Cleaners, Inc. (IRS Form
4562 (1986), Depreciation and Amortization schedule) with those ownied by Custom
Blended Qils, Inc. (IRS Form 4562 (1986), Depreciation and Amortization schedule),
no conveyance of assets was found. The assets were also unique for each company
indicating no duplication of asset values.

In tax year 1988, the officers of Custom Blended Qils, Inc. were not compensated
and loans to the stockholders ($426) were paid off during the year rather than
granted. What did the Winkles receive in terms of income during 1988?

. Is an itemized list of assets available for the total assets valued at $339,049 (IRS
Form 1120 (1988))? A substantial increase in asset value was incurred during the
year ($56,750)—was this one large asset or a number of smaller assets?

. Is a schedule available for total depreciation of $114,444 (IRS Form 1120 (1988))?
Depreciation increased ($47,663) as assets increased--knowing the value of these
assets would aid in the assessment of the firm’s ability to pay.

«  How are the assets valued? Market value could be significantly different than
book value (purchase price - depreciation).

. Between the yeéars of 1987 and 1988, Custom Blended Qils, Inc.’s commissions,
insurance, waste disposal and gas and oil deductions decreased substantially
(8$73,127), while the telephone expense increased by $15,601. Was the firm
attempting to change its business tactics knowing that it was not financially
successful? :
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. Does Custom Blended Qils, Inc. operafe underground storage tanks? If so, what
are their plans for complying with EPA financial assurance requirements? These
plans could possibly provide insight on specific financial resources.

As previously stated, further information on the owner's and officer’s personal assets or other
financial resources would be helpful for a more thorough financial assessment of ability of lable
parties to pay the civil penalty the U.S. EPA is seeking. Because the owners and chief corporate
officers (Emest and Loraine Winkle) of the company may also be liable or a source of finances
for Custom Blended Oils, Inc., we recommend that the EPA request copies of personal tax returns
for Emest and Loraine Winkle for consideration in assessing their ability to provide funds to the
company in payment of the civil penalty.

All financial assessments made in this report are based on the information provided by the U.S.
EPA. Lack of the previously mentioned information makes it impossible to perform a complete
assessment of Emest Winkle’s (Custom Blended Oils, Inc.’s) ability to pay the civil penalty sought
by the U.S. EPA.

The tax records reviewed were one year old and there was not a list of personal assets for owners
and officers. More current tax records, a list of personal assets, a depreciation schedule, and
personal net worth statements could result in a more thorough analysis supporting more definitive
conclusions.

Given the findings of this Letter Report concerning Custom Blended Oils, Inc., we will await
further guidance and comments from you. If you have any questions, please call.

Sincerely,

Jhubl L Daslis)
Shelly L. ”ézj; '

Analyst

kmh/3729.046

cc: Daniel Francke, DPRA Incorporated



(¥ xTpueddy) Tenuen §,I080 TAAY - (0f Ieqwe3des) LBET "Y4T S "Nl 96F SPOYIGW UOTIRTNOTED TO§
*1eTxe mmeTqoad AousaTos e1qrssod ‘estAIeylo
{JUBATOS £T WITI Jeyl uoTIeoTputr AQITeey ® €1 (°Z ueyl Jejwexd ofIeX ¥ :OTINY peurwg IseIeqUI SOWII /6
"yITeey TeTOoURUTy Yood JO @ATIROTPUY BT () sarjefeu 10 (1" UwWY} ST
zo3eotpur Aouearos AqiTesy e T 0Z° uwyl Iejeezls JO OFIRI ¥y : (OTIW £,10aweqg) MOTI YSE) X®I-I03JY /@
‘suerqoxd A3TpTnbIT WO I9IINE Awm WITI O3 SOIJTOTPUT
0°'z weyl 8697 IO0IwOTpur AJTPINBTT AyaTeey ® §T 0°Z uwy] Je3wexd JO OTIWI ¥ :O0TI®Y JUSIIMD /L
rAToyrrun exe suoTjexedo penuTIUOS puw @3leEce uwyl xejwexd
eI® ESTIITTIARIT R9IwOTPUT () eatiwbou vy ‘Ljrowded Jqep rteuoritppe eTqresod suwow ¢°1 Uwgl EEe]
{burmoxIOoq USYM AITNOTIITP eawy Kew wITy oyl cuwem g1 uweyl xejweab Jo ofjex ¥y :L3mbg 03 Iqea /9
, tnOToq teaTh £T SOUTTOPTY TIAY Jod genTeA TROTITIO FOo uworimmTdye uy
‘6T PUR 91 SOUTT ‘7 STNPOYOS ‘OZTIT WIOZ SUI wWOIL /¢
"¥T SUPT ‘7 eTNpeuds ‘pZTT waod SUI woxd /¥
* (woTyeToeIdeg + GWOOUT eTqeXer) OZ PU® Of $GUTT "OZIT WIOA SYI WOIZ /€
‘0t SuUTT ‘0ZTT WIO SHI WOIZ /7
‘OT SuUTT ‘O7IT WIOJ W] WOXd /Y

01°0 SIUTTOPTO
00°Z 0zZ°0 00°Z OSs°t TIgY I9d sentTes TeOTITID
8Z°0 ZZ'0 9E'0 SZ'EZ SI6’EET ¥Z6'LLT 900‘Le (18T ’ZT) L06°066°1 *OUl ‘EICUVETD YUel T T I
{S86T ‘TE yoae Burpue Teal) pgeT
¥9°'T SZ°0 PE'O SB8°§ OY0‘9€1 E95‘L8T m...m.mq‘ (gge ‘L) 10’1921 *oul ‘SxPUReT) Yuel T Y I
(9861 ‘1t yoxew Burpue xwek) Sugt
SE°T LI'0 2L°0 SL'6 851'9¢€¢ 0r9 ‘80P SG9 €9 186°T Z81’882°2 pouTquID)
08°Z 850 T8°0 2Zvr-z Zr0’221 Zr8 ‘502 KT 80L'EE ELS'8Z8 sOul ‘sIouweT]) MUyl T ¥ I
(ZE"OT) (60°0) 69°0 (LT°0T) 9TT’V1Z 86L 02 {(sT0'1Z) (LZT1’ZE) 609 ‘6SY ‘T ‘our ‘STTO pepueTd woIen)
(L86T ‘0¢ -deg Butpue xeed} 9g6T
9B'T Z2E'0 6E'T 6L°S 668 °68€ ¥1E‘E0S SOZ’9€T OTL‘9¢ V6 ‘E8L ‘2 pouUTqEIOD
PT°Y #9°0 (G50 ZET 1ZZ7L0T €89 "ZEZ 09 '¥8 YooY OTE’0t9 TOul ‘BIGUWeTD WUl ‘T Y 1
98°0 LTI°0 9L°c (6E£°TT) 8L9°70Z T€9°0L2 svL'te (vze’E) ZE9'EST ‘2T ‘Oul ‘STTO PepuUeTq WOIEnD
(e86T ‘0€ "adeg Burpue xeed} ;0671
68°0 ¥T1°0 (i°v (Sp TT) vEZ'ZIE Z0Z‘L6T ELZ Sy {(06e°‘Z) LSE’09S ‘T *SUrl ‘STTO PepueTd WoIEND
(6861 ‘0c "3des Burpus awel) gg6T
/6 1L /B8 ¥e /L WD /9 @A /G SOION pue /y sIecey /€ #OT3 /7 ewoduy /1 Fetes IveX
sebebyyon Te¥0L yse) oTqexer umyey xel
£0TIed TagyY

"S0TIeY TIAY PUR UOTIPMIOIUT [BTOURUT &, OUI ’61T0 POpPUST WOIEND T STqeL



‘(g KIpaaOdy] jenumy S .0W) TIY C(OF AMmaylaG] [g6] Bdl S 7 Amog

—— 1921820 ——— Wl
1 7ix 3 N [ - Gkl
71~ ] DSkt 2 X 01- %K)
Filiy N LSy 1 R ]
— —_— ETUT R
pauigmog SIBme) e 14 3 110 popusig moysa)
S0
(L7 Y] ‘9217 w204 SYEI/ L) DT Y0207 B0 SHT ¢ § KT ‘[ 3Ipeyds ‘0271 w404 SN[y
JO

asuaNd SN[ ¢ MEOUT MU OO « SONP| PuR JSBNY 200)8¢ Shetamy

FSUIRE JSRIIW| /SNty UR SR R0jaq shutuse)
—— E£R912°0 — !
——— Y120 061
e 290160 EviCD'0- 61
AELIEO f2ELE9°0 SIWLIY w1
S20651°0 DRG!

pdurgeo) SRR ) Ty 3 (10 pagualy w)5K)

20

TIE 17 0201 B0y ST - £ WYY [ ATAPIYIS ‘021 M04 SHT ¢ T2 W1 4 Q12 1T ¢ S WO @ QF W17+ OF M1 0211 w03 SN
20

N0} SNON{ - WANYRJ NEY BY) UD PILOUA) Jou SO NOOR ¢ UDIRIORG ¢
WIIP130a080 & STIPAII [a0) [R1300G ¢ SIIURIEOD JIMISIMIL PRIe[ABRL WOU) SHIPAU] ¢ FMONI JTQURE| - SaNE| BYGY W14 \SP]
ST [E)0)/5aey Jaye mo)) yve)

..... - HI16GE 0 — !
o WLOVE 0 %1
923021 0 1650089 N0 %I
%0%6E 1 iy VSINE 1061
ACTNY 9061
pou1eo) Sammep) WL 11 3 110 poputg mojse)
0
TV 1 91 MY o CF LY Y A[AAGIG 0211 804 SHTN/IG IET ¢ 4 NI 4 £ SEY 4 02 8UTY 4 | VT ] MRS ‘0211 Bi0g U1

40
SITIIGT[ YAALID A3yl + SISA | ey SEB] U1 BTQRAN Speoq pur ‘sejou ‘salelipion « B1aRing SO & 5277111907 WBLE
: SHMET JUBLIY JBGIp + WOTIRNIIN0 $101S PuP 10IEPR] ¢ SRTJOINRM] ¢ ATGFA[SINY SYERONY ¢ USR] 2 SHINIY JUSLE)
SORYR{INE) JuBAI 8300y MBLE)

L) — Wil
12ne el - 1
19685 6 o2 9e1- el
1296t 4] v ) 1oNE11- 1061
L I

pav 1gmo] SAUFS(] e 11 3 {10 popuarq moysa)
¥

CI67 11e O 807 ¢ 1) au1) ¢ §) M0 + §) SF] *) Bpeps ‘0211 B0y Sy11-
{92 ET ) AINPIIS '021T 04 SUIT1/ 102 1Y+ BT T ¢ @] WIY e LT WET 0 91 MY+ G MY ') apapayIg 0201 B0, Syl
40
Ayimba s Japtoysarys » S813171qe1] = Siamay
SALITCIQRT] St o 00k | uwyy aayeaub ur apqeled spuog pur 'sajou ‘sabebiioy + SuARTOWNI0YS WO) SuRD] 4
SHILRTL atma Jagy) + seak | ueyy 53| ur ajqeAed spuog pue 'sajou ‘salieliyoy ¢ arqeded sjuncany = sanqierY [e40]

orwy pevary
isaew] samt)

1014ey ¥ dmavag

To[yey yeLE)

[ST31 10T [ey0) - s)assy) /SITHIGRL] 1eg0]  topiry Ayand) oy ygeg

SUO1§R(NI[eD SOTyeyY [E1M)S

40§ WoljedyyTysar



(1g auT?]

‘01T wI0§ Sy

{ BuT]

(£T auTT 'QZIT wicg SHI) /(LT SUTT "OTIT Wio§ SHI + T ®UT]

aguadxa 3EaI1a3U] . PWODOUT 33U JOOQ =

'I-R 3TNPayYa5 Q11 wlog SYI + Z¢ BUIT

X®} BWODU} - UInNj}al Xe} 8y} UO pallodal 10U swoduUT NOOG s UOTIB[AA] »
uotiePIoaIdeg + F31pa1o (enj yeroadg + saTuedwod JUSWISAAUT pajernbal woIj S)ITPII) + DWODUY B[QEXE] =

+ Qrg BUT] «

6LEBL/16L£BT49691T)

§86T .

(SBEZT+LEHTY/ LSHRTT+EOOTR+LEBTLTIZE )

SBEZZ/(5082Z2+E60TH)
LEBL/(LEBTLTTZE-)
9861 '

(6SLTT+IS062) /7 (6SLZT+LEOOP+T506T+ST6E-)

‘1-H 9TNPaYDS

Baxel pUu® 183193}
asuadxa 363133U[/6DXKE] pu® }E5I3IUT

6SLTT/(6SLET+FEOOY)
15062/ (15062+5C6E~}
L6611 '

LTLZZ/{LTLTZ+06EL-)

ge6¢t .

pauiqeo),

BiguweT) yuel 7] ¥ 3,

110 papualg woOIFN),

o,

‘o1l w104 SHl) '
10

alojag sbuture3 .

alojaq sbutuie]l .

roT1ey paulgey .

Is9183u] nu-ﬂh“

LBSOLT/LL5T6¥-1ST21-)

¥O61 '

+

0ESB9IT/ (09L6F+58EL-)

sSe61 ’

(9TLSPT+S26WZZ)/{CIGOS+BOLEESSTTTI+LTTZE-)

9TLSPT/(T960S+BOLEL)
SCEYTT/UTNITTLEITZE)
9661 '

(PTOPL+LL9LT+G294+L09ZE+BLITHT+S00% 1) /(IZHFP+PEOOF+ 69955« FTEE-)

(BTIRLs LLIET+ST9L+LOFLEN /LITF PV FEOOR)
(0L928Z+500FT) /(69955+F26E~}

{861 '

(PECCTESOTPET) / (EIQLF+06ET-)

JTE PUT] « BZE AUTT + Of BUT]

saxe]
E3TIT[TQET] [€3I0)/63XE]

ge61

pauTqen),

sloueal) yuel ‘1 ¥ 3,
110 poPuelg woisn),
10 .

'gZIT wiod SHI) .
J0

193¢ w014 yse) .
193je molJ yse) )
10T1RY B, I9aEag,

(Z0SB+90FL9) 7 1B6TR+SELPT+LLLT-)

AT
AT |
LSO
i96A
t98%
95d
1950
SSSA
31
‘56d
950
RSA
'¥§S
ibsd
‘¥S0
ESA
tESS
‘ESd
‘E50
1250
‘150
‘050
‘690
‘80
210
WO
LYW
iGPA
1565
‘Shd
‘5%0
2 1]
i¥rS
irhd
k0
SETA
‘EVS
iErd
'EVO
4 [
‘Z¥S
‘Zhd
4 {0
fTPA
ySs
tivd
ko
OFA
‘0FS
*0bd
‘6E0
t9E0
“LEO
1. |
‘SE0
thEQ
‘PER
‘ZEA
LS

S 1upl|) FJun| 1913

g3l
quhvpuxxphunu
Sasneay 4wt 173
nu—_o —D%ﬁ é&ﬁd—@

&MWW_ICJEQ.U

S 1auna| ) Juel aqw
|3 pPoPU2rA WaEm
367

31 Popradpgd wasn)
2361

1oy Pom
TW»VPJ?J JYXh\WPl

SLaupay url 17 3
bl
Sauo2)) L 1¥9
93b1
ququA:LOU
s42Uw2t) AUvL 173
S)IQ PAPRL WaEN)
BH
PP
F119 PAPUaR wizpan)
Lzbj

S19 PR ey
T38bl

;AWGy 5 oA

1) U 1¢.3



4
‘ZE0
1 TEA

(OZEV+0¥L09)/ (PEFP++RBZET+9LTL) IES

S861 '

:Ted
‘1e0

(L662+04L8F+60L0T+LERTZ T 7 (¥BPF+SYEST+POTIT+ZEQIETTNES) 0EA
CL66Z+OLLOY )/ (WBYF+SKESTHFGTTL) (0ES

(60L0T+LEBTTT}/{TEITE+TTWES)
9861 .

iotd
f0ED

(SZ9L+LOFZE+SOOVT) /(986 T-LTSIT+TLPP+ZTTGE+ASPEL) 6TA
(STYL+LOIZEI 7 (IBBTLISIT+TLYY) 1638

SO0¥T/(ZTTEE+BSYET)
LB6T .

e am———

CIFPET/ (S9TBT+S595E)
8861 B

pautqwo),

slauee) Wuel T 9 3,
110 papuaig WO3IRN),
10 .

(L1 ®UTT + 9T @urT + §T auT7 “T ATINPayss ‘QZTT w103 SRII/(§ OUTT + § BUTT + £ SUTT + €7 SUTT + [ autT ‘7 AInpaydg ‘pZ11 wi1cd SHD) .
Io .

@3TITTIQEI] 1UIIND 13yl + Jeak [ ueyl sea] Ul Ifqeded spuoq pue ‘#3jou ‘gabebjroy - aTqeded EIUNOLOY = EHTIT[IQRI] JuUdIIND .
81386e JUOLIND 13yl + Suci3ebTTGO 8)e3s pue [RIIPI] + HITIOIUSAUL + ITYRATAIDY FIUNDODY « YEE) = EIIFAY JUdLINY .

BeTITIIQRI] IUIIIN)/E3IBEY JUILIN) toTiwY JUIAIND,

((60599+0LTBZ+Z05B+90¥L9)-FZ6LLTY /7 (60599+DLTRL+T0GB+90¥LY)

FB61 '

((00ELI+0LTBZ+OZEP+OFLABG) ~E9SLBT)/ (DOELI+OLTHT +OZER+OPLET)

SH6T [

((ZETELALLI0T+ LE6T+0LLBY+6LELE+60LO0TLERTZT) - (ZVASOT+B6LZ0T) )/ (ZLTEL+LLIOT+L66Z+0LLBY+ELET6H+60L0T+LEFITT)
((ZLZELLLIOT+LE6THOLLAV) -TVPBSOT) /(T LTEL LLIOT+LE66T+0LLBY)

((BLEZT6+60LOT+LERIZT) -R6LTOZ)/{BLET6+60LOT+LERTTT)

9861 .

CCBTObL LLILY+STIL LOFTE+BLIZOT+SO0FT) - (EOITET*TEFOLT) M/ (PTIVLILLILT+STILH LOITE+BLITBT +SO0F

CCPTOPLe LLILT+STILHLOITE) -EOITEL )/ (PIGRLILLILTSTILSLOYTE)

((BL9TBT+SO0FT)-(TEFOLT) )/ (BLITHT+SOOKT)

L961 .

((YEZZTE+OTPET) -Z202L62) /(YETTIE+OTHET)
8961 ’
pauiquo),
pioueer) Nuel 7T 9 3,
1Y) pepualg wolEn),
30 .
{(61 DUTT + BT BUTT + L] BUTT + 9 AUTT +» G JULT T 2[NP3AY3T ‘QTIT w10l SH[)- ’
(92 BuUIT ‘7T 8Inpayag *0zT1 WI0J SHIN1/(0Z 9UTT « 61 BUTT « g1 BUTT + ST BUTT + 9 aulT « ST uTT ‘7 alnpayag ‘o711 w1od 5¥1) .
Jo0
A31nba 5,loployareys + BI13ITITqRI] = B1IEEY
€313TTTqQeT [ JaylQ + Ieak | ueyy lajealb utr ajqeded spuoq pue ‘dajou 'sabebliol + EIPTOYNDOIE WOl GUROT

B3TITTIQEI] Juarino 1aylQ - i1ead [ ueyy ssa] ul ayqeded spuoq pue ‘sajou rsabebiroy . s[qeded suncooy = EaTITLIqelT [el10]
(B3TITIIqerT [°30] - £1288y)/8aT3TItqeT] [el0] :oT3ey Aiinb3y o3 1q2q
suotrietholed soTyey [eiouety T3Jgy JOJ WOTIEDTFTIBNC

‘62d
1630
GIA
ges
197d
ezo
LA
tLZs
14%d
1920
1920
vZ0
‘gzo
1770
tTeH
‘e TA
‘618
i61d
1610
S8TA
g1s
191d
g0
ILTA
LA )
tL1d
SLT10
t9TA
1915
t91d
9710
ISTA
iGI8
'eTd
S10
‘PTA
H A%
tpld
Z10
g
Q10

160

‘80
LD
190
iGH
TEH

Bo
S43u22) ) Jurl_ 173

33 b1
pruaury)
34w a) v 113
51%) _LU—HLDE wiasny
Azb)
pPIuaua’)
s4suvd) jvel 1¢3
1% Ppudg walsio
1561

310 PIPUK Wi
S3bt

Saduws)) Jurl 173
+2bT
Sudrad)) vy 113

137
pruquay
sAu02 1) Auat -1 13
S _.uqku...m._m.usﬂ.w‘ﬁu
b
pauua )
9 3L AuoL114]
5{1.3 papuag Waisn)
C3b1

s|v] p2puRlg tugsIT)




‘(¥ xrpuaddy) tTenuey g, 1380 13G¥ " (0f 18qwalrdag) L@sT  "¥dR S ‘n 1801n0g, 09N
m-ee----, iBSA
LSOLT/(LSOLTSTSZZI-) t9SS

FERT R

ve6T . 1§50 Fabl






Mr. Allen Woijtas -2- November 2, 1990

Nature of Documents

Photocopies of U.S. Corporate Tax Returns for both Custom Blended Oils, Inc. (for tax years
1986, 1987 and 1988; years ending September 30, 1987, 1988 and 1989) and E&L Tank Cleaners,
Inc. (for tax years 1984, 1985, 1986, and 1987; years ending March 31, 1985, 1986, 1987, and
1988) were supplied by Allen Wojtas, of the U.S. EPA to Dan Francke, Vice President, DPRA
Incorporated on October 19, 1990. Also received were Dun & Bradstreet reports for Custom
Blended Qils, Inc. (Statement Dates: September 30, 1987 and September 30, 1989) and E&L Tank
Cleaners, Inc. (Statement Date: March 31, 1988 and Statement of Rating Change dated December
4, 1989). These are the only financial documents received.

Preliminary Conclusions on Ability to Pay
Based on the data received, the following financial observations have been made:

. Financial ratios commonly used to assess ability to pay (see U.S. EPA 1987 (Sept.
30). ABEL Users Manual) indicate possible problems in Custom Blended Oils, Inc.
(E&L Tank Cleaners, Inc.) paying the assessed civil penaity (see Table 1). Debt-
to-equity ratios are extremely high and have sometimes been negative. Other key
ratios have been marginal for the most part also. Although a basic trend in business
activity can usually be determined using these financial ratios, when comparing them
with industry target values, the ratios used (i.e., current ratio, Beaver’s ratio, times
interest earned ratio, and debt-to-equity ratio) may give inconsistent interpretations
of a firm’s business operations.

For example, based on E&L Tank Cleaners, Inc.’s current ratio for tax years 1984
through 1987 (ranging from .34 to .81), this facility has faced constant liquidity
problems. This implies that the firm may not be able to raise funds to meet it's
short-run obligations, However, the cash flow (Beaver’s) ratio for tax years 1984
through 1987 (ranging from .22 to .64) and the times interest earned ratio for tax
years 1986 and 1987 (2.80 and 4.14) showed that the facility was solvent and able
to pay its debts as well as the interest on its debts out of its earnings. By 1987,
E&L Tank Cleaners, Inc. had reduced its debt to a level (+1.32) where additional
debt capacity was possible. Therefore, E&L Tank Cleaners, Inc.’s 1987 financial
ratios indicated that it, without Custom Blended Qils, Inc.’s involvement, faced
possible liquidity problems, but was in a satisfactory financial position,

When operations for E&L Tank Cleaners, Inc, were assessed with Custom Blended
Qils, Inc.’s operations in 1986 and 1987, the combined high debt to equity ratio
showed that the firm would have difficulty borrowing (9.75 and 5.79) and the
current ratio (.72 and 1.39) again showed some possible liquidity problems.

Alone, Custom Blended Oils, Inc. had a difficult first year (tax year 1986) with
liquidity and solvency problems, overall poor financial health and a negative debt
to equity ratio indicating that continuing operations were unlikely. In 1987 and
1988, Custom Blended Qils, Inc.’s cash flow (Beaver’s) ratio indicated that it’s
financial heaith was marginal (.17 and .14). K’s cwment ratio for 1987 and 1988
(3.76 and 4.77) indicated that it was solvent and able to pay its immediate
obligations. However, based on the times interest earned ratio for tax years 1987
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and 1988 (.86 and .89), Custom Blended Oils, Inc. will be able to meet only 86%
(1987) and 89% (1988) of its interest obligation. Therefore, the satisfactory business
operations of E&L Tank Cleaners, Inc. during 1986 and 1987 offset the poor
financial position faced by Custom Blended Qils, Inc. And, although Custom
Blended Qils, Inc.’s 1988 debt to equity ratio indicated that continuing operations
were unlikely, its positive cash flow and the current assets available (shown by the
current ratio of 4.77) indicated that a restructuring of business activities could be
accomplished making some form of payment of the imposed civil penalty possible.

o Custom Blended Qils, Inc. (E&L Tank Cleaners, Inc.) has reported no interest
income which suggests no liquid assets in the form of savings, CD’s money markets
or other interest bearing assets. However, the current assets of $67,590 ($35,655
(cash) + $3,670 (trade notes) + $28,265 (other)) shown for the fiscal year ending
September 30, 1989 could provide some cash for payment of the civil penalty.

. Historical net losses by Custom Blended Oils, Inc. for the tax years 1986, 1987,
and 1988 (years ending September 30, 1987, 1988, and 1989) would also prohibit
the corporation from paying a $85,750 civil penalty. However, E&L Tank Cleaners,
Inc.’s assets and profits indicate sound business operations, and when assessed in
combination with Custom Blended Oils, Inc. it appears that payment of some of the
penalty is possible.

. It appears that payment of the penalty may have to be scheduled given the limited
resources, Two possible scenarios are considered; three year and five year. On a
three year (36 months) payment schedule, at 12 percent interest, annual payments
of $31,431.46 would pay off an $85,750 civil penalty. On a five year (60 months)
payment schedule, at 12 percent interest, the annual payments of $19, 057 00 would
pay off an $85,750 civil penalty.

Based on the sales figures from Custom Blended Oils, Inc’s 1988 Corporate Tax
Return, the three year schedule for payment of the civil penalty with annual
payments of $31,431.46 is only 2 percent of sales. The five year payment schedule
with annual payments of $19,057 is 1.2 percent of sales. It appears from these
comparisons, that either payment schedule is attainable given a small increase in
prices or sales or some combination of each, E&L Tank Cleaners profits equalled
or exceeded these payment levels in 1986 and 1987.

o In 1987, Custom Blended Oil and E&L Tank had combined assets of $503,314
including $270,631 for Custom Blended Oil and $232,683 for E&L Tank. However,
in 1988, no assets are reported for E&L Tank and Custom Blended Oil only had
$297,202 in assets. Attached to E&L Tank Cleaners, Inc.’s 1987 IRS Corporate
Tax Return is IRS Form 4562 (Depreciation and Amortization), which lists the
properties owned by the facility on an depreciation/ACRS schedule. The same form,
also with an attached schedule, is provided with Custom Blended Oils, Inc.’s 1986
IRS Corporate Tax Return. A comparison was made between the two companies’
Form 4562s in trying to determine if any conveyance of E&L Tank Cleaners, Inc.’s
assets to Custom Blended Oils, Inc. occurred before it ceased operations in 1987.
As no duplication of assets was found, E&L Tank Cleaners, Inc.’s assets apparently



Mr. Allen Wojtas -4- November 2, 1990

were either liquidated or conveyed elsewhere (presumably to the company’s owners).
If so, the owners or officers may have financial resources that could be made
available for possible payment of the penalty.

Although the financial ratios commonly used to asses ability to pay and historical net losses by
Cusiom Blended Oils, Inc. indicate possible problems in its ability to pay the civil penalty, it
appears from the positive cash flow, the historical sales level and the unexplained value of E&L
Tank Cleaners, Inc.’s assets that some form of payment may be possible.

Ability to Pay Issues and Concerns
The following are key questions or issues on the party’s ability to pay basecl on our review of
available documents:

J Ernest and Loraine Winkle, company officials, might be able to provide some
finances but their personal ability to pay can not be determined as personal financial
records are not available.

. What happened to E&L Tank Cleaners, Inc.’s assets? Were the assets totally
depreciated and not of any value? Were the assets sold and, if so, where did the
proceeds from the sale go? Were the assets sold and the proceeds used to pay off
E&L Tank Cleaners, Inc.’s debt, or were they conveyed directly to the
officers/fowners?

In comparing the assets (property) owned by E&L Tank Cleaners, Inc. (IRS Form
4562 (1986), Depreciation and Amortization schedule) with those owned by Custom
Blended Oils, Inc. (IRS Form 4562 (1986), Depreciation and Amortization schedule),
no conveyance of assets was found. The assets were also unique for each company
indicating no duplication of asset values.

In tax year 1988, the officers of Custom Blended Oils, Inc. were not compensated
and loans to the stockholders ($426) were paid off during the year rather than
granted. What did the Winkles receive in terms of income during 19887

° Is an itemized list of assets available for the total assets valued at $339,049 (IRS
Form 1120 (1988))7 A substantial increase in asset value was incurred during the
year ($56,750)--was this one large asset or a number of smaller assets?

o Is a schedule available for total depreciation of $114,444 (IRS Form 1120 (1988))?
Depreciation increased ($47,663) as assets increased--knowing the value of these
assets would aid in the assessment of the firm’s ability to pay.

. How are the assets valued? Market value could be significantly different than
book value (purchase price - depreciation).

. Between the years of 1987 and 1988, Custom Blended Oils, Inc.’s commissions,
insurance, waste disposal and gas and oil deductions decreased substantially
($73,127), while the telephone expense increased by $15,601. Was the firm
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attempting to change its business tactics knowing that it was not financially
successful?

. Does Custom Blended Qils, Inc. operate underground storage tanks? If so, what
are their plans for complying with EPA financial assurance requirements? These
plans could possibly provide insight on specific financial resources.

As previously stated, further information on the owner’s and officer’s persopal assets or other
financial resources would be helpful for a more thorough financial assessment of ability of liable
parties to pay the civil penalty the U.S. EPA is seeking. Because the owners and chief corporate
officers (Ernest and Loraine Winkle) of the company may also be liable or a source of finances
for Custom Blended Qils, Inc., we recommend that the EPA request copies of personal tax returns
for Ernest and Loraine Winkle for consideration in assessing their ability to provide funds to the
company in payment of the civil penalty.

All financial assessments made in this report are based on the information provided by the U.S.
EPA, Lack of the previously mentioned information makes it impossible to perform a complete
assessment of Ernest Winkle’s (Custom Blended Oils, Inc.’s) ability to pay the civil penalty sought
by the U.S. EPA.

The tax records reviewed were one year old and there was not a list of personal assets for owners
and officers. More current tax records, a list of personal assets, a depreciation schedule, and
personal net worth statements could result in a more thorough analysis supporting more definitive
conclusions.

Given the findings of this Letter Report concerning Custom Blended Oils, Inc., we will await
further guidance and comments from yon. If you have any questions, please call.

Sincerely, LW
hilley

Amnalyst

kmh/3729.046

cc: Daniel Francke, DPRA Incorporated
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1.0 INTRODUCTION

The purpose of this work assignment is to assist the EPA in evaluating Custom Blended Oils,
Incorporated’s (E & L Tank Cleaners, Inc.), ability to pay a penally of $85,750. Custom Blended
Qils, Inc. is a treatment/storage/disposal facility that also markets used oil fuel and/or hazardous
waste fuel. This facility is located at South Rathje Road, Pcotone, illinois.

Ernest Winkle, President of Custom Blended Oils, Inc. (E & L Tank Cleaners, Inc.}) and
owner/operator, was issued a Notice of Violation (NOV) by the U.S. Environmental Protection
Agency (EPA) on August 30, 1988. This NOV cited violations to 40 CFR 266.43(b)3 and 40 CFR
266.43(b)4. On October 12, 1988, U.S. EPA issucd a second NOV due to a deficient response to the
initial NOV. A third NOV was issued by the U.S. EPA on January 12, 1989 indicating violations
which were determined during a November 18, 1988 inspection of the facility. In response to an
April 21, 1989 Information Request issued by the U.S. EPA, Custom Blended Oils, Inc. contended
that they did not market off-specification used oil fuel, and thus, the regulations in 40 CFR
266.43(b)(1-5) and (6)(ii) do not apply to them.

U.S. EPA has, however, issued a Complaint and Compliance Order which specifies that, in general,
Custom Blended Oils, Inc. [ailed to meet particular RCRA requirements relating to marketing of
used oil and/or hazardous waste fuel for energy rccovery. During negotiations with the facility,
representatives have indicated that the facility is unable to pay the proposed civil penalty. The
current penalty is based on six regulation violations and is assessed at $85,750. U.S. EPA, through
this work assignment, has requested an expeditious analysis of the financial data to assess ability-to-
pay which is essential to ongoing settlement negotiations.

This work will be coordinated with Allen Wojtas, the U.S. EPA primary contact, (312) 886-6194. A
general discussion was held with him prior to preparing this work plan.

2.0 PROJECT APPROACI

This work assignment will be performed by the TES X contractor. The work will include a
quantitative assessment of the facility’s ability to pay. The TES X contractor will assess corporate
financial data for Custom Blended Oils, Inc. and E & L Tank Cleaners Inc. to determine potential
ability to pay.

The approach used to complete this study will involve the following tasks.

1. Obtain and review financial data collected by EPA regarding the potentially liable
parties (PLPs). If it is determined that there is a need for additional data, a letter
report on the results of this revicw on the adequacy of data will be prepared.

2. Complete a financial review if the data is sufficient to provide defendable analysis.

Given the general nalurc of the available data and the required need to complete the
analysis in two wecks, the analysis will include two levels of assessment. First the TES

WORK ASSIGNMENT NO. R05046 -1-



Daniel W. Francke, Work Assignment Manager
DPRA Incorporated

200 Research Drive

P.O. Box 727

Manhattan, KS 66502

Telephone No.: (913) 539-3565

Shelly Wohler, Analyst

DPRA Incorporated

200 Research Drive

P.O. Box 727

Manhattan, KS 66502
Telephone No.: (913) 539-3565

6.0 INTERVIEWS/SUBCONTRACTOR/CONSULTANTS

No formal interviews are anticipated under the current scope of this Work Assignment.

7.0 EXCEPTIONS TO TIIE ASSIGNMENT, ANTICIPATED PROBLEMS, SPECIAL
' PROBLEMS

At the present time the TES X contractor has not identified any technical exceptions to the Work
Assignment, but questions and issucs may arise as the exact nature of the financial data and records
becomes known. Also, results and findings will be presented as preliminary as additional detailed
data on personal networth or the exact nature of corporate asscts and liabilities would be required to
establish more definitive conclusions. Exceptions or special requirements that arise during the
project and impact the work plan will require a work assignment modification.

8.0 QUALITY ASSURANCE

M&E’s Quality Assurance (QA) Program has been specifically incorporated by reference into the
contract governing this Work Assignment. This Work Plan and all subsequent activities and outputs
may correspondingly be the subject of a random audit pursuant to the QA program plan, and carried
out by the Contract QA Oificer. The audit results and any corrective action will be included in the
Monthly Progress Report and Annual Report submitted under the overall contract. Due to the
expedited nature of this work assignment, concurrent reviews by EPA and M&E may be performed.

9.0 CONFLICT OF INTEREST

To the best of our knowledge, no personal or corporate conflict of interest exists for the performance
of work under this Work Assignment.

10.0 COST ESTIMATE

Table 1 lists the tasks to be completed for this work assignment and the estimated level of
Effort{LOE) for each task.

Table 2 shows the anticipated cash flow and projected LOE for each month the work assignment will
be active. Unforeseen circumstances may necessitate adjustments to the schedule which will impact
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TABLE 1
FINANCIAL ASSESSMENT, R05046
LOE BY TASK

Tasks No. Hours
Subcontractor

Work Plan Development 6

Review EPA Files and Other Agency Files 60

Prepare a Draft Report 16

Prepare a Final Report | 8
SUBTOTAL 90

M&E Work Assignment Management,

Administration, Reporting and

Quality Assurance 10
TOTAL _ 160
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ATTACIHMENT A

Qualifications of Technical Staff

Dan Francke, P-4

0 DPRA Vice President
0 M.S., Economics ‘
0 16 years cconomic/{inancial assessment cxperience.

Shelly Wohler, P-2

o - DPRA Analyst
0 B.S., Business Administration

0 3 years document review/analysis expericnee for PRP analysis, cost recovery and enforcement
actions under CERCLA and RCRA.
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Exhibit 1
Summary Cost Estimate
Work Assignment No. RO5046
Custom blended 0ils
. Metcalf & Eddy
Estimate prepared

10/29/90
. Estimated
Name Classification Hours Cost
T. Lentzen Professional 3 3
5. Loreng Professional 2 4
D. Riggly Professional 1 3
TOTAL METCALF & EDDY LOE 10 $173
SUBCONTRACTOR LOE ' 90
M&E HOME OFFICE SUPPORT 1 $10
TOTAL L.O.E. & M&E COSTS 100 $183
OVERHEAD AND G&A
FIELD RATE 5201
OFFICE RATE s0
SUBTOTAL $384
M&E TRAVEL (See Exhibit 2) S0
M&E OTHER DIRECT COSTS (See Exhibit 3) $137
SUBCONTRACTOR COSTS $3,362
SUBTOTAL $3,883
Fee (Base only) $117
TOTAL METCALF & EDDY ESTIMATED COST $4,000
WORK PLAN STATUS
IOE COSTS
PREVIOUS APRVL 100 ~ $4,000
$'s THIS ACTION 0 s0

TOTAL 100 $4,000



' Exhibit 2

Travel Costs
Work Assignment No. R05046
Custom blended Oils
Estimate prepared
10/29/90

Travel for M&E is not regquired under this work assignment.
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Exhibit 3

. Other Direct Costs =~
Work Assignment No. R05046
© Custom blended Oils
Estimate prepared :

10/29/90
WORD PROCESSING,/COMPUTER 7 hours e $8.00 shour  $56
REPRODUCTION COSTS
Incidental Copying: - _
200 pages X 1 copies X 0.06 /copy $12
Subtotal S $12
POSTAGE
Short Notice Mailing of Project Materials:
(Federal Express) . 1 pkgs. @ $15 each $15
U.S. Mail $30
subtotal $45
TELEPHONE $24

TOTAL OTHER DIRECT COSTS $137
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Exhibit 4 -

Sumamary Cost Estimate

York Aassignment No. R@5046

Custom Blended Qi1 Fin. Anszlysis
' DPRA Incorporated

Estimate Prepared 1e/24/96

e i Tl e T S P P - P 1. LA

. .Estimated
Name Clagsification © Hours ~ Cost’

FRANCKE, DAN Prof’l 4 16

WOHLER, SHELLY Prof’l 2 70

WEISBENDER, CHRISTINE Prof’l 1 . 4
TOTAL SUBCONTRACTOR LOE 90 Co81,1m
HOME OFFICE SUPPORT/CLERICAL 10 _ 280
TOTAL LABOR 108 81,251
FRINGE BENEFITS 48.97% 8513
LABOR OVERHEAD ; 50.10% _ 8884
SUBTOTAL : 82,648
TRAVEL (See Exhibit 5) 80
OTHER DIRECT COSTS (See Exhibit 6) : 8210
GENERAL & ADMINISTRATIVE EXPENSE 12.94% 8344
SUBTOTAL : 83,202
FEE : . 5.00% 3160
TOTAL SUBCONTRACTOR ESTIMATED COST 83,362

APPROVED

DPRA Project No, 3729.046




Exhibit 5
Travel Costs

‘Work Assignment No. R05046
Custom blended 0Oils

Travel for DPRA is not required under this work assignment.



Exhibit

6

Other Direct Costs

Work Asaignment No. ;

Cuatom Blended 0il Fin. Analysis
DPRA Incorporated

_Estimate Prepared 18/24/9

WORD PROCESSING FACTOR
MICROCOMPUTER FACTOR

- REPRODUCTION COSTS

Field Monitoring Reports:

@ reports X 9 pages
Draft Reporta:
reports X 2@ pages
Final Reports:
reports X 28 pages
Miscellaneous Reports - Work Plans
1 reporta X 19 pages
Miscellaneous Reportg - Other
@ reports X @ pages
Records Copying
- 9 pages
Incidental Copying
300 pages

Report Binding

- T = -

1¢

17

Miscellaneous Drafting and Photo Services

POSTAGE/EXPRESS SHIPMENTS

Short Notice Mailing of Project Materials:

Shipment of Coolers to Laboratories

Submittal of Report Materials

Miscellaneous Postage

COMMUNICATIONS

TITLE SEARCHES (Estimated)
FOLDERS, FILES, ETC (Eatimated)
SAFETY EQUIPMENT

MISCELLANEOUS - Specify

2.
3.

XXX
XX
3.4

2 copies

1 copies

RO5846

hours at
hours at

copies
copies
copies

copies

coples

- . -

copies

@ pkgs. at

8.5

pkga. at
pkgs. at

months at

days at

TOTAL OTHER DIRECT COSTS

$¢.19
$0.19
990.1e
98.16
88.1@
. 58.19
$9.19
42,090

DPRA Project No.

/hour

/fcopy
/copy
fcopy
/copy
/copy
/copy
/copy

each

Subtotal

%15
8128
8425

each
each

each

Subtotal

" 950

825

each

each

3729.046

gie
348

896

325
$e
59

49



CUSTOM BLENDED OILS, INC.
PEOTONE, ILLINOIS 60468
FINANCIAL STATEMENTS
MAY 31, 1991






CUSTOM BLENDED OILS, INC
PEOTONE, IL 60468
BALANCE SHEET
MAY 31, 19951

ASSETS:
CURRENT ASSETS:
CASH ON HAND & IN BANKS $ 17,256
ACCOUNTS RECEIVABLE 34,549
INVENTORY 19,440
PREPAID INTEREST 19,270
EMPLOYEE ADVANCES 95
TOTAL CURRENT ASSETS $ 90,610
FIXED ASSETS:
EQUIPMENT $ 355,276
ACCM DEPR~EQUIP (211,682)
TOTAL FIXED ASSETS 143,594
OTHER ASSETS:
INVESTMENT IN RELATED CO. ) 16,002
TOTAL OTHER ASSETS 16,002
TOTAL ASSETS $ 250,206

The accompanying Accountant’s Review Report
and the Notes to the Financial Statements
should be read in conjunction with these Financial Statements



CUSTOM BLENDED OILS,
PEOTONE,

IL 60468
BALANCE SHEET
MAY 31,

LIABILITIES & STOCKHOLDERS?’ EQUITY:

CURRENT LIABILITTIES:
ACCOUNTS PAYABLE
PAYROLL TAXES PAYABLE
SALES TaAX PAYABLE
GARNISHMENT PAYABLE
CURRENT PORTION-L.T. DEBT

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES:
INSTALLMENT I.CANS PAYABLE
L.OANS FROM STOCKHCLDERS
LESS :CURRENT PORTICON ABOVE

TOTAL L.T. LIABILITIES
STOCKHOLDERS’ EQUITY:

CAPITAL STOCOCK
RETATINED EARNINGS

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND
STOCKHOLDERS’ EQUITY

155,126

6,407
(595)

94

81,053

123,436
27,000
81,053

10, 000
(71,262)

The accompanying Accountant’s Review Report
and the Notes to the Financial sStatements
should be read in conjunction with these Financial Statements

$ 242,085
69,383
(61,262)
$ 250,206



CUSTOM BLENDED OILS,

PEOTONE,

IL 60468

INCOME STATEMENT

MAY 31,

INCOME :

OIL SALES
OTHER INCOME
TOTAL INCOME

COST OF SALES
GROSS PROFIT

EXPENSES:
SALARIES & WAGES
COMMISSIONS
REPATIRS & MAINTENANCE
POSTAGE & OFFICE SUPPLIES
ADV. & DONATIONS
RENTAL EXPENSE & LEASES
PHONE
UTILITIES
INSURANCE
INTEREST EXPENSE
PRCFESSTIONAL FEES
PAYROLL TAXES
MOTOR FUEL TAX
PROPERTY TAX
UNIFORMS
WASTE DISPOSAL
TRAVEL EXPENSES
MISCELLANEQUS
TRE-LICENSE & TAX
GAS & OIL
TRUCK REPAIRS
TOLLS

TOTAL EXPENSES

1991

NET INCOME (LOSS) BEFORE DEPRECIATION

DEPRECTATION

NET INCOME (LOSS)

INC.

630,684
54,436

201,033
1,790
7,015
3,946
1,626

22,899
11,807
4,839
116,062
10,245
50,515
23,162
2,765
516
4,664
10,798
2,002
5,475
8,996
18,638
16,146
1,880

685,120

232,305

The accompanying Accountant’s Review Report

and the Notes to the Financial Statements should
be read in conjunction with these Financial Statements

452,815

526,819

(74,004)

29,317

(103,321)




CUSTOM BLENDED OILS, INC.
PEOTONE, IL 60468
STATEMENT OF CHANGES IN RETAINED EARNINGS
FOR THE EIGHT MONTHS ENDED MAY 31, 1991

RETAINED EARNINGS BALANCE
OCTOBER 1, 1890 $ 32,059

ADD: NET INCOME (LOSS) FOR THE EIGHT
MONTHS ENDED MAY 31, 19%1 (103,321)

RETAINED EARNINGS BALANCE
MAY 31, 1991 ) (71,262)

The accompanying Accountant’s Review Report
and the Notes to the Financial Statements should
be read in conjunction with these Financial Statements



CUSTOM BLENDED OILS, INC.
PEOTONE,; ILLINOIS 60468
STATEMENT OF CHANGES IN FINANCIAL POSITION
MAY 31, 1991

WORKING CAPITAL WAS OBTAINED FROM:
Operations-
Net Income (Loss) $ (103,321)
Add: Items not requiring working
capital in the current period-

depreciation 29,317

Total From Operations $ (74,004)

Loans from Stockholder’s 27,000
TOTAL WORKING CAPITAL OBTAINED $ (47,004)

WORKING CAPITAL WAS USED FOR:

Additions to Property and Equipment $ 1,230
Payment and Maturity of

Long-Term Liabilities 44,072
Investment in Related Company 1,858

TOTAL WORKING CAPITAL USED

47,160

INCREASE (DECREASE) IN WORKING CAPITAL $( 94,164)

CEANGES IN WORKING CAPITAL ACCOUNTS:

INCREASE (DECREASE)

05-31-91 _10-01-90 WORKING CAPITAL

CURRENT ASSETS $ 90,610 $ 140,409 $( 49,799)

CURRENT LIABILITIES 242,085 197,720 (_44,365)
WORKING CAPITAL $(151,475) $( 57,311) $( 94,164)

The accompanying Accountant’s Review Report
and the Notes to the Financial Statements should
be read in conjunction with these Financial Statements



CUSTOM BLENDED OILS, INC.
PEOTONE, ILLINOIS 60468
NOTES TO FINANCIAL STATEMENTS
MAY 31, 1991

NOTE 1~INVENTORY:

Inventory is valued at the average cost method, calculated on
a rolling average basis.

NOTE 2-DEPRECIATION:

The Company uses the same depreciation method for tax and book,
which is the IRS prescibed ACRS or MACRS method. These methods use
the double declining balance method of depreciation over estimated
useful lives of three to seven years.

NCTE 3~LEASE OBLIGATICNS:

The Company operates in facilities leased from the majority
stockholder at an annual rate of $24,000.00. The Company also leases
a computer system at an annual rate of $4064.76, for a term of 3
years which ends March, 1993.

NOTE 4-INSTALLMENT LOANS:

The Company has installment loan obligations as follows:

Monthly 9/30/90
Creditor Security Payment Maturity Balance

Municipal Bank & Trust 1986 Mack Truck $1063.33 Oct., 1991 $ 6379.98
Municipal Bank & Trust 1988 Mack Truck 893.11 April, 1992 10717.32
Municipal Bank & Trust Land-Greenfield,

Indiana Terminal 864.50 May, 1992 12103.00
Lasalle National Bank 1990 Ford Tempo 273.69 Oct., 1994 11494.98
CIT Corporation 2—-Fruehauf Trailers 1198.00 June, 1992 16772.00
CIT Corporation 1988 Entyre Trailer 618.47 Mar., 1993 14224.81
CIT Corporation Mack Superliner 1498.00 May, 1993 37450.00
CIT Corporation 1988 Mack Truck 754.00 Oct., 1992 12818.00
Ford Motor Credit Corp. 1988 Escort 210.85 Nov., 1991 1475.95

TOTATL. INSTALLMENT TLOAN OBLIGATTIONS $123436.04



CUSTOM BLENDED OILS, INC.
PECTONE, ILLINOIS 60468
FINANCIAL STATEMENTS
SEPTEMBER 30, 1990









CUSTOM BLENDED OILS,

PEOTONE,

IL 60468

BALANCE SHEET
SEPTEMBER 30, 1%%0

INC

LIABILITIES & STOCKHOLDERS’ EQUITY:

CURRENT LIABILITIES:
ACCOUNTS PAYABLE
PAYROLL TAXES PAYABLE
SALES TAX PAYABLE
CURRENT PORTION-L.T. DEBT

TOTAL CURRENT LIABILITIES

LONG~TERM LIABILITIES:
INSTALLMENT LOANS PAYABLE
LESS : CURRENT PORTION ABOVE

TOTAL L.T. LIABILITIES

STOCKHOLDERS’ EQUITY:
CAPITAL STOCK
RETATINED EARNINGS

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND
STOCKHOLDERS’ EQUITY

$ 85,839
6,766
6,724
98,391

$ 184,846
98,391

$ 10,000
32,059

The accompanying Accountant’s Review Report
ant the Notes to the Financial statements
should be read in conjunction with these Financial Statements

$ 197,720
86,455
42,059
$ 326,234



CUSTOM BLENDED OILS, INC.
PEOTONE, IL 60468
INCOME STATEMENT

SEPTEMBER 30, 1990

INCOME

OIL SALES $ 1,485,320

OTHER INCOME 177,296

TOTAL INCOME $ 1,662,616

COST OF SALES 828,435
GROSS PROFIT $ 834,181
EXPENSES:

SALARTES & WAGES 3 377,732

COMMISSIONS 12,143

REPATRS & MAINTENANCE 18,585

POSTAGE & OFFICE SUPPLIES 3,513

ADV. & DONATIONS 1,986

RENTAL EXPENSE & LEASES 36,476

PHONE 18,579

UTILITIES 12,884

INSURANCE 140,456

INTEREST EXPENSE 20,633

PROFESSIONAL FEES 48,458

PAYROLL TAXES 41,949

MOTOR FUEL TAX 18,373

PROPERTY TAX 3,135

UNIFORMS 7,262

WASTE DISPOSAL 2,522

TRAVEL EXPENSES 6,814

MISCELLANEOUS 8,035

PENALTIES 6,438

TRK-LICENSE & TAX 14,015

GAS & OIL 57,832

TRUCK REPATIRS 36,286

TOLLS 5,845

TOTAL. EXPENSES 899,951

NET INCOME (LOSS) BEFORE DEPRECIATION $ (65,770)

DEPRECIATION 67,921
NET INCOME (LOSS) S (133,691)

The accomp[anying Accountant’s Review Report
and the Notes to the Financial Statements should
be read in conjunction with these Financial statements



CUSTOM BLENDED OILS, INC.
PEOTONE, IL 60468
STATEMENT OF CHANGES IN RETAINED EARNINGS
FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 1990

RETAINED EARNINGS BALANCE
OCTOBER 1, 1989 $ 165,750

ADD: NET INCOME (LOSS) FOR THE YEAR
ENDED SEPTEMBER 30, 1990 {133,691)

RETAINED EARNINGS BALANCE

SEPTEMBER 30, 1990 ) 32,059

The accompanying Accountant’s Review Report
anf the Notes to the Financial Statements should
be read in conjunction with these Financial Statements



CUSTOM BLENDED OILS, INC.
PEOTONE, ILLINOIS 60468
STATEMENT OF CHANGES IN FINANCIAL POSITION
SEPTEMBER 30, 1990

WORKING CAPITAL WAS OBTAINED FROM:
Operations-
Net Income (Loss) $ (133,691)
Add: Items not requiring working
capital in the current period-

depreciation 67,921
Total From Operations S _(65,770)
TOTAL WORKING CAPITAL OBTAINED $ (65,770)

WORKING CAPITAL WAS USED FOR:

Additions to Property and Equipment $ 15,000
Payment and Maturity of _
Long-Term Liabilities 82,771
Investment in Related Company 9,134
TOTAL WORKING CAPITAL USED 106,905
INCREASE (DECREASE) IN WORKING CAPITAL §£172:675!

CHANGES IN WORKING CAPITAIL ACCOUNTS:

INCREASE (DECREASE)

09-30-90 10-01-89 WORKING CAPITAL
CURRENT ASSETS $ 140, 409 $ 274,922 $(134,513)
CURRENT LIABILITIES 197, 720 159,558 (_38,162)
WORKING CAPITAL $( 57,311) $ 115,364 $(172,675)

The accompanying Accountants’s Review Report
and the Notes to the Financial Statements should
be read in conjunctiocn with these Financial Statements



NOT

E 1-INVENTORY:

a rolling average basis.

NOT

CUSTOM BLENDED OILS, INC.

PEOTONE, ILLINOIS 60468

SEPTEMBER 30, 1990

NOTES TO FINANCIAL STATEMENTS

Inventory is valued at the average cost method, calculated on

E 2-DEPRECIATION:

which is the IRS prescibed ACRS or MACRS method. These methods use
the double declining balance method of depreciation over estimated

The Company uses the same depreciation method for tax and book,

useful lives of three to seven years.

NOTE 3-~LEASE OBLIGATIONS:

stockholder at an annual rate of $24,000.00.

The Company operates in facilities leased from the majority

a computer system at an annual rate of $4064.76,
years which ends March, 1993.

NOTE 4-INSTALLMENT ILOANS:

The Company has installment loan obligations as follows:

Monthly
Creditor Security Payment
Municipal Bank & Trust 1986 Mack Truck $1063.33
Municipal Bank & Trust Centrifuge 1223.34
Municipal Bank & Trust 1988 Mack Truck §93.11
Municipal Bank & Trust Land-Greenfield,
Indiana Terminal 8§64.50
Lasalle National Bank 1990 Ford Tempo 273.69
CIT Corpeoration 2-Fruehauf Trailers 1198.00
CIT Corporation 1988 Entyre Trailer 618.47
CIT Corporation 1986 Mack Truck 835.00
CIT Corporation Mack Superliner 1498.00
CIT Corporation 1988 Mack Truck 754.00
Ford Motor Credit Corp. 1988 Escort 210.85

TOTAL INSTALLMENT LOAN OBLIGATIONS

The Company also leases
for a term of 3

9/30/90
Maturity Balance
Oct., 1991 $13823.29
Jan., 1991 4893.36
April, 1992 16969.09
May, 1992 17290.00
Oct., 1994 13410.81
June, 1992 25158.00
Mar., 1993 185564.10
Mar., 1991 5010.00
May, 1993 47936.00
Oct., 1992 18850.00
Nov., 1931 2951.90

184846.55
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STATEMENT QF WORK

Title

Custom Blended Oils, Inc., Peotone, I1linois, Evaluation of Ability to
Fay.

Purpose of Task

The contractor will evaluate Custom Blended 0ils, Inc.'s (E&L Tank
Cleaners, Inc.) ability to pay a civil penalty of $85,750.

Background

Custom Blended 0ils, Inc. (E&L Tank Cleaners, Inc.) was issued a complaint
for violations of 40 CFR Part 266 on June 14, 1990. During negotiations
with the facility, representatives have indicated that the facility is
unable toc pay the proposed civil penalty of $85,750. Expediticus analysis
of financial data supplied is essential to ongoing settlement
negotiations.

Descriotion of Tasks

The contractor will determine Custom Blended 0ils, Inc.'s ability to pay
after evaluation of corporate financial data for Custom Blended Oils, Inc.
and E&L Tank Cleaners, Inc., the predecessor corporation.

Deliverables Required

(a) Submit a detailed workplan describing the financial review process,
level of contractor effort reguired (including a skill breakdown}, and
schedule for completing this work assignment. Specify standard procedures
and analytical software to be used.

(b) Provide U.S. EPA with a written review of the financial records and
determination of Custom Blended 0ils, Inc.'s ability to pay the proposed
¢civil penalty of $B5,750. If it is found that Custom Blended Gils, Inc.
does not have the ability to pay the proposed civil penalty, provide a
determination of the ability possessed by Custom Blended Oils, Inc.

Schedule for Task Completion

(a) Financial data can be provided by U.S. EPA immediately when the work
assignment is issued.

(b} The financial review and determination of ability to pay should take
approximately two weeks to complete. A draft written review should be
provided at this time. A final written review should be completed
within one week after receipt of U.S. EPA comments on the draft.

Estimated Level of Effort

The estimated LOE for this work assignment is 100 hours.

Work Assignment Manager

The U.S. EPA primary contact is Allen Wojtas, an Environmental Engineer in
the MI/WI Technical Enforcement Section of the RCRA Enforcement Branch.
His telephone number is (312) 886-6194.
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Table 1. Financial Information for Custom Blended 0ils, Inc.
FY 1990, May 31, 1991 and 1991 annualized data (reviewed data)

Annualized
Item FY 1990 May 31, 1991 1991 1/
———————————————— () ——mmmmm e e e e
INCOME STATEMENT DATA:
e de de dkodedk dr ok do ok ok ook ke ok ko ko ek
Sales 1,485,320 630,684 838,810
Cost of Goods Sold 828,435 232,305 308,966
Gross Profit 656,885 398,379 529,844
Other Income 177,296 54,436 72,400
Total Income' 834,181 452,815 602,244
Selling and Administrative 947,239 545,891 726,035
Interest 20,633 10,245 13,626
Total Expenses 967,872 556,13¢ 739,661
Net Income (Loss) Before Tax (133,691) {103,321) (137,417}
Extraordinary Items/Disc Ops g 0 g
Provision for Taxes 0 G Q
Net Income After Taxes (133,691 (103,321} (137,417
Depreciation/Depletion 67,921 29,317 38,992
Cash Flow (65,770) (74,004) (98,425}
BALANCE SHEET DATA:
FEEXE SRR SRS EESE EE SE
ASSETS
Cash 4,594 17,256 memmee-
Accounts Receivable 53,1190 34,549 === =-=
Inventories 53,241 19,440  —==--=
Prepaid Interest 29,464 19,270 --==--
Notes Receivable &) o mmee—-
Employee Advances 0 95  mmee—e
Total Current Aasets 140, 409 90,610 0 ----=-
Investment in Related Company 14,144 16,002  ===me-
Net Property and Equipment 171,681 143,59¢ ------
Deferred Charges G o =m===-
Invest & Adv to Subs 0 o meeeae
Total Long-Term Assets 185,825 159,596  weees-
Total Assets 326,234 250,206  memem--



Table 1.
FY 1990, May 31,

Financial Information for Custom Blended 0ils,

Inc.

1991 and 1991 annualized data (reviewed data)

dnnualized
Item FY 1990 May 31, 1991 1991 1/
-------------- R
LIABILITIES
Accounts Payable 85,839 155,126 sewee-
Garnishment Payable 0 94  —emee
Current Portion,Long-~term Debt 98,391 81,053  m=e—--
Payroll Taxes Payable 6,766 6,407 0 ~-===-
Sales Tax Fayable 6,724 (595)  mee—a-
Current Portion,Capital Leases 4] c @ eeee-
Other Current Liabilities G o mmmeea
Total Current Liabilities 197,720 242,085 ——----
Deferred Charges/Inc 0] [
Noncurrent Capital Leases ¢ c e
Other Long-~term Liabilities ¢ o @ e—mme-
Long-term Debt 86,455 69,383  —-=---
Total Long-term Liabilities 86, 455 69,383  —emeas
Total Liabilities 284,175 311,468  eeee—-
Common Stock Net ¢ o T
Treasury Stock 0 o emee—-
Retained Earnings 32,059 (71,262  ee———
Capital Stock 10,000 10,000 0 meee--
Total Owners’ Eguity 42,059 161,262y  mea—ae
Total Liabilities & Owners’ 326,234 250,206 0 —--=--

Equity

1/ Annualized 1991 data are obtained by multiplying the May 31, 1991 data

by 1.33 (May 31, 1991 data represents 2/3 of the fiscal year).

This

estimation of 1991 data may not be reflective of the actual 1991 data.
It is not appropriate to annualize balance sheet data; thus, only income

statement data are annualized for FY 1991.



Table 2. Financial Information for Custom Blended Cils, Inc. as a
Percent of Sales, Assets or Liabilities and Owners’
FY 1990, May 31, 1991 and 199% annualized data (reviewed data)

Egquity

Annualized
Item FY 1990 May 31, 1991 1991
INCOME STATEMENT DATA:
EE R ERTEE FERFEEFEPFPEEPEREEERE]
———————————————— {Percent of Sales)-------------
Sales 100.0% 100.0% 100.0%
Cost of Goods Sold 55.8% 36.8% 36.8%
Gross Profit 44,2% 63.2% 63.2%
Other Income 11.9% 8.6% 8.6%
Total Income 56.2% 71.8% 71.8%
Selling ané Administrative 63.8% 86.6% 86.6%
Interest 1.4% 1.6% 1.6%
Total Expenses 65.2% 88.2% 88.2%
Net Income (Loss) Before Tax -9.0% ~16.4% -16.4%
Extracrdinary Items/Disc Ops 0.0% 0.0% 0.0%
Taxes 0.0% 0.0% 0.0%
Net Income After Taxes -9.0% -16.4% -16,4%
Depreciation/Depletion 4.6% 4,6% 4.6%
Cash Flow -4.4% -11.7% -11.7%
BALANCE SHEET DATA:
kdkkkdkdhkhkdhkhk kdkdkih
---------------- (Parcent of Assetg)----~--=-=--
ASSETS
Cash 1.4% 6.9¢ 0 meeee-
Accounts Receivable 16.3% 13.8¢  meme---
Inventories 16.3% 7.8% 0 m-===-
Prepaid Interest S.0% 7.7% 00 eemeean
Notes Receivable 0.6% 0.0% - =-----
Employee Advances 0.0% .o.08 0 m=m---
Total Current Assets 43.0% 36.2% 000000 mmeeae
Investment in Related Company 4.3% 6.,4% 0 mem---
Net Property and Equipment 52.6% 57.4% mmm---
Deferred Charges 0.0% c.0% 0 meo---
Invest & Adv to Subs 0.0% 0.0  mm----
Total Long-Term Assets 57.0% 63.8%  moee--
Total Assets 100.0% 160.6% 0 memme-



Table 2. Financial Information for Custom Blended Cils, Inc. as a
Percent of Sales, Assets or Liabilities and Owners’
FY 1990, May 31, 1991 and 1991 annualized data (reviewed data)

Equity

Item

FY 1590

May 31, 1991

Annualized
1991

LIABILITIES

Accounts Payable

Garnishment Payable

Current Portion,Lorng-term Debt

Payrcll Taxes Payable

Sales Tax Payable

Current Porticn,Capital Leases

Other Current Liabilities
Total Current Liabilities

Deferred Charges/Inc
Noncurrent Capital Leases
Other Long-term Liabilities
Long-term Debt

Total Long-term Liabilities

Total Liabilities
Common Stock Net
Treasury Stock
Retained Earnings
Capital Stock

Total Cwners' Equity

Total Liabilities & Owners’
Equity

————— {Percent of Liabilities

26.3%
0.0%
30.2%
2.1%
2.1%
0.0%
0.0%
60.6%

62.0%
0.0%
32.4%
2.6%
-0.2%
0.0%
0.0%
96.8%

100.0%

& Owners' Equity)-




Table 3. Ratio Analysis for Custom Blended 0il, Using Reviewed Financial Data

FY 1950 Hay 31, 1991 1990 Ratios
------------------------------------------ Probles Falling in

Ratio Custom SIC 5172 1/ Custom Zone Problem Zone
LIQUIDITY RATIOS:
Current Ratio 0,71 1.80 0.37 €2.0 £
Quick Ratio 0.44 1.20 0.29 <1.0 *
LEVERAGE RATIOS:
Debt to Equity Ratio 6.76 0.91 -5.08 »1.5 #
Debt to Assets Ratio 0,87 0.51 1.24 >0.65 *
SOLVENCY RATIOS:
Fixed Charge Coverage Ratio -0.4t N/B 2/ -0.42 <1.5 *
Cash Flow Coverage Ratic -0.23 K/ -0,24 <0.15 %
Beaver’s Ratio - -0.23 N/A -0.24 <0.10 *
Times Intereat Earned -5.48 N/A -9,09 <2.0 *
PROFITABILITY RATIOS:
Return on Equity -3.18 0.11 1.69 <Coc 3/ *
Returﬁ on Assets -0.41 0.05 -0.41 <0.06 *

1/ The SIC 5172 ratios represent median ratios for the industry (industry norms) as reported in Dun &
Bradstreet’s Industry Norms & Key Business Ratios.
this ratio is a calculated mean for 1,665 establishments in SIC 5172 in 1990, based on data found in

the same publication.

.2/ W/& = Bot Available and cannot be calculated from available industry data.
3/ COC = Cost of Capital for the company

The only exception is the debt to assets ratio;



Table 4. Ratio hnalysis for Custom Blended 0il, Ysing Reviewed Financial Data
[Scenaric 1: Assumes Payment of & $20,000 Civil Penalty Through
the Sale of $22,000 in Accounts Receivablel

FY 1990 Kay 31, 1991 1990 Ratios
-------------------------------------- Probles Falling in
Ratio Custow SIC 5172 1/ Custom Zone Probles Zone

LIQUIDITY RATIOS:
Current Ratio 0,60 1.80 0,28 <2.0 *
Quick Ratic 0.33 1,20 0.20 <I.0 *
LEVERAGE RATIOS:
Debt to Equity Ratio 14,17 0.91 -3.74 »1.5 *
Debt to Assets Ratio 0.93 0.51 1.36 »0.65 *
SOLVENCY RATIOS:
Fixed Charge Coverage Ratic -0.48 N/& 2/ -0.51 <1.5 *
Cash Flow Coverage Ratio -0.30 N/4 -0.30 <0.15 %
Beaver’s Ratic -0.30 R/4 -0.30 <4.10 *
Times Interest Earned ~6,45 N/A -11.04 2.0 *
PROFITABILITY RATIOS:
Return on Equity -7.66 0.11 1.48 <COC 3/ %
Return on Assets -0.51 0.05 -0.54 <0.06 *

1/ The SIC 5172 ratios represent sedian ratios for the industry (industry norms) as reported in

Dun & Bradstreet’s Industry Norss & Key Business Ratios.

The only exception is the debt to

asgets ratio: this ratio is a calculated mean based on 1,665 establishments in SIC 5172 in 1990,
baged on data found in the same publication. '

2/ N/& = Not Available and cannot be calculated from available industry data.

3/ COC = Cost of Capital for the company



Table 5. Ratio Analysis for Custom Blended Oil, Using Reviewed Financial Data
[Scenario 2; Assumes Payment of a $30,000 Civil Penalty Through ths Sale
of $22,000 of Accounts Receivable and New Long-ters Debt of $10,000]

FY 1990 Hay 31, 1991 1990 Ratios
----------------------------------- Problem Falling in
Ratio Custom SIC 5172 1/ Custom Zone Problea Zone

LIQUIDITY RATIOS:
Current Ratio 0.60 1.8 0.28 <2.0 *
Quick Ratio 0.33 1.20 0.20 <1.0 %
LEVERAGE RATIOS:
Debt to Equity Ratic 29.24 0.91 -3.45 >1.5 *
Debt to Assets Ratio 0.97 0.51 i.41 >0.65 *
SOLVENCY RATIOS:
Fixed Charge Coverage Ratio -0.52 N/h 2/ -0.56 <1.5 *
Cash Flow (overage Ratio -0.33 N/& -0.32 0.15 *
Beaver’s Ratio -0.33 N/& -0.32 <0.10 *
Tines Interast Earned 6,93 NA -12.01 2.0 ;
PROFITABILITY RATIOS:
Return on Equity -16.27 0.11 1,43 <COC ¥/ *
Return on Assets -0.54 0.45 -0.58 <0.06 *

1/ The SIC 5172 ratios represent median ratios for the industry (industry norms) as reported in

Dun & Bradstreet’'s Industry Norms & Key Business Ratios.

The only exception iz the debt to

assetg ratio; this ratio is a calculated mean for 1,665 establishments in SIC 5172 in 1990,
based on data found in the same publication.

2/ /4 = Mot Available and cannot be calculated from available industry data.

3/ COC = Cost of Capital for the company



Table 6. Ratio Analysis for Custom Blended 0il, Using Reviewed Financial Data
(Scenario 3: Assusmes Payment of a $40,000 Civil Penalty Through the
hcquisition of $40,000 in New Long-term Debtl

FY 1990 May 31, 1991 1930 Ratios

----------------------------------- Probles Falling in
Ratio Custom SIC 5172 1/ Custonm Zone Probler Zone
LIQUIDITY RATIOS:
Current Ratio 0.71 °  1.80 0,37 <2.0 *
" Quick Ratio 0.44 1.20 0.29 <1,0 *
LEVERAGE RATIOS:
Debt to Equity Ratio 15744 0.91 -3.47 >1.5 ‘
Debt to Agsets Ratio 0.09 0.5 1.40 50,65 .
SOLVENCY RATIOS:
Fixed Charge Coverage Ratio -0.56 Nho2/ -0.60 <1.5 4
Cash Flow Coverage Ratic -0.33 N/A -0.32 . <0.15 *
Beaver’s Ratio -0.33 H/4 -0.32 <0.10 *
Times Interest Earned -7.42 N/4 -12.9% 2.0 *
PROFITABILITY RATIOS:
Return on Equity -64.36 0.11 1.42 <COC 3/ *
Return on Assets -0.53 0.05 -0.57 <0.06 _ *

1/ The SIC 5172 ratios represent median ratios for the industry (industry noras) as reported in
Dun & Bradstreet's Industry Norms & Key Business Ratios. The only exception is the debt to
agsgets ratio; this ratio is a calculated mean for 1,665 establishments in SIC 5172 in 1990,
based on data found in the same publication. i

2/ HN/A = Hot Available and cannot be calculated fros available industry data.

3/ COC = Cost of Capital for the company



Table 7.

Suemary table of ratic analysis for Custom Blended 0il, based on reviewed

1990 data and assumed payment of civil penalty under three scenarios

Industry Custom Blended 0il's 1990 Ratios 2/
Nore For =~ ~====esmomommmssssmoooesoomeooocooeeoscooooo oo Problem
Ratic 19%0 1/ Actual Scenario 1 Scenario 2 Scenario 3 Zone

LIQUIDITY RATIOS:
dhhkhkhkhkhkhkkkkkkiid
Current Ratio 1.8 0.71 0.60 0.60 0.7 <2.0
Quick Ratio 1.2 0.44 0.33 0.33 0.44 <1.0
LEVERAGE RATIOS:
khkhhdhhhtddhhdd
Dabt to Equity Ratio 0,91 6.76 14.17 29.24 157.44 »1.5
Debt to 4ssets Ratio 0.51 0.87 0.93 0.97 0.99 >0.65
SOLVENCY RATIOS:
kbkhkhddhhdddhddd
Fized Charge Coverage Ratio B/a 3/ -0.41 -0.48 ~-0.52 -0.56 <1.5
Cash Flow Coverage Ratic N/A -0,23 -0.30 -0.33 -0.33 <0.15
Beaver's Ratic N/A -0.23 -0.30 -0.33 -0.33 <0.10
Times Interest Earned N/A -5.48 ~6.45 -6.93 -7.42 <2.0
PROFITARILITY RATIOS:
ITEITTIITT LYY FY L LS
Return on Equity 0.11 -3.18 -7.66 -16,27 -84.36 <COC 4/
Return on Assets 0,05 -0.41 -0.51 -0.54 -0,53 <0.06

1/ Industry norms are representative of SIC 5172, Petroleus and Petroleum Products Wholesalers, Except
Bulk Stations and Terminals
2/ Scemarios 1, 2 and 3 have the fcllowing characteristics:

Civil Penalty Payment

Agsumed Financial
Statement Data (8):

Sales

Net Income After Taxes

Current Assets

Long-ternm Debt

Scenario 1

£20,000

{1) Sale of $22,000 in
Accounts Receivable

1,485,320
(153,691}

118,409

86,455

Scenaric 2

30,000

{1) Sale of 822,000 in
Accounts Receivable
(2} New Long-tera Debt

of $10,000

1,485,320

{163,691}

114,409
96,455

3/ H/A = Not available and cannct be calculated from available published data.

Scenaric 3

440,000

(1) New Long-term Debt

of $40,000

1,485,320

(173,691)

140,409
126,435
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ANALYSIS DATE: 12711790

DEBRT EQUITY RATIOB

1987 1.32 A RATIO LESE THAN 1.5 THDICATES THE FIRM
MaY HAVE ALLITIONAL DEBYT CAPACITY
1386 2.42 A RATIO GREARTER THAN 1.5 INRICATEE
THE FIRM MAY HAVE DIFFICULTY BORROWING
1985 8.85 A EBTIO CREATER THAN 1.5 INDICATES
THE FIRM MaY HARVE RIFFICULTY BORROWING
1284 23.92 A4 RATIO GREATER THAN 1.5 INDICATES

THE FIRM MAY HAVE DIFFICULTY BORROWING

PLEASE ENTER A CARRIAGE RETURN TO COHTINUE

CURRENT RATIOB

1987 0.57 & EATIO LEESS THAN 2.0 MAY INDICATE
LIQUIDITY PEOBLEME

1985 0.81 A RATIC LESE THAN 2.0 MAY INDICATE
LIGUIDITY PROBLEMS

1985 G.34 A RATIO LESS THAN 2.0 MAY IMNDICATE
LIGUIDITY PROBLEMS

1es84 (.36 & RATIO LESS THAN 2.0 MAY INDICATE

LIQUIDITY PROBLEMS

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE

A RATIO GREATER THAN 0.20 INDICATES

HEALTHY BO0LVENCY
& RATIO GREATER THAN INDICATES
HEALTHY SBOLVENCY
& RATIO GREATER THAN INDICATES
HEALTHY SOLVENCY
& RATIO GREATER THAH IHNDICATES
HEALTHY JSOLVENCY

PLEASE ENTER A CARRIAGE RETURN TG CONTINUE

TIMES INTEREST EARNED

4.14 A BATIO ARBOVE Z.0 I3 & GOOD
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DAV BN T LY LA S

Z2.80 A RATIO ABOVE 2.0 I8 & GOOD
BOLVENCY INDICATOR
1.84 & RATIO LESS THANW 2.0 MAY INDICATE
QLVENCY PROBLEME
.28 A RATIC LESE THAN 2.0 MAY ITHDICATE

SOLVENCY PROBLEME

FPLEASE ENTER & CARRIAGE RETURN TO CONTINUE

ABEL THTERPEETS THE OVERALL RESULTS OF THE FINANCIAL
RATIOS A5 FOLLOWE:

ALTHOUCGH THE FIRM MAY FACE CURRENT CASH {(OR LIQUIBITY)

CONSTRAINTS, ITE8 LONG-TERM PROBPRECTE ARE 400D AND IT SHOULD

BE ABLE TO FINANCE PENALTIES AND INVESTHMENTS. A PHASE
TWHO ANALYSLE IS RECOMMENDED.

ABEL NOTES THAT THE FIRM™S MOST RECENT DEBT-EQUITY
RATIO IE BUBESTANTIALLY BETTER THAN ITE HISTORIC AVERAGE.

APEL HOTES THAT THE FIRM B MOBT RECENT BEARVER ™S

RATIC IE BUBSTANTIALLY RBETTER THaAN ITS8 HISTORIC AVERAGE.
APEL NOTES THAT THE FIRM S5 MOST RECENT TIMES INTEREST
EARNED IS5 SUBSTANTIALLY BETTER THAN ITZ HISTORIC AVERAGE.

DO ¥YOU WISH TO CONTINUE WITH THE PHASE TWO ANALYSIS
{¥ OR N}m

HABE TWO ANALYSIS

=

PLEASE ENTER WHaT YEARE DOLLARS YOU WANT PREZBENT
VALUE CALCULATIONS EXPRESSED IN.

THAT I8 QUITE DIFFERENT FROM THE MOST RECENT YEAR OF
DATA WHICH I8 1987 ARE ¥YOU BURE IT IS CORRECT (Y OR W7

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT
VALUE CALCULATIONS EXPRESSED IN.

DG YOU WISH TO ANALYZE A CIVIL PERALTY (P B NEW
INVESTMENT (1), OR BOTH (B) 7%

FLEABE IRPUT THE INITIAL PROPOSED SETTLEMENT PENALTY
AMOUNT (E.G., H000): IF THERE IE NC TARGETED PENALTY,

ENTER 0.

FPLEASE ERTEER WHAT YEAR DOLLARS THIS IS5 EEPRESSED IN
(BE.G., 1984}

THE FOLLOWING STANDARD VALUEES ARE UBED IN THIS BECTION OF
ABEL:

i. REINVESTMENT RATE = .00
2. HNOMINAL DISCOUNT RATE =17
- IHNFLATION RATE = 32.44%

Lak



4. PIAERT LM ML L LN s RKATE =50, 0U%

|

DO ¥OU WIBH T

i
b
-
o

HEVE THESE ITEME EXPLAINER (Y OR H172
DG YO0 WISH T0 CHANGE ANY OF THESE INPUTS (Y OR N2
ABEL IS5 READY TO PROVIDE QUTPUT., YOU HAVE THE CHOICE
OF THEEE CQUTPUT OPTIONE:

1. PRINT OHNLY THE POBBIBILITY OF THE FPRESENT VALUE

OF THE FIRM™3 FIVE YEAR PROJECTED CASH FPLOW EXCEEDING

EITHER AN INITIAL PROPOBED SETTLEMENT PENALTY OFR A REQUIRED

INVESTMENT.

2. PRINT A TABLE SHOWING THE NET AVAILABLE CADH FLOW
WITH AN ANALYSIS OF THE TABLE.

Lud
&

FIRM 5 CASH FLOWE.
BHALYETSE RBUT I3 NOT RECOMMENDED FOR MOST URERS.
PLEARE ENTER YOUR CHOICE (1,2 OE 3}.

THERE IS A& S8.7 % CHABNCE THAT THE FIRM

CAN FINANCE THE PROPOBED BETTLEMENT PENALTY OF

£ £5750,.00 BASED ON THE STRENGTH OF INTERNBLLY
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS.

WOULD YOU LIKE TO BEE MORE DETAILEDL CUTPUT (Y OR HIT

WOULD ¥YOU PREFER CGUTPUT OPTION 2 OR 37

ABEL IE READY TO BEGIN OUTPUT. LF YOU WISH., PLEASE

PRINT & DETAILED TABLE SHOWING THE COMPONERTS OF THE
THIS OPTION MAY BE HELPFUL TO FINANCIAL

POBITION YOUR PRINTER TO THE START CF & NEW PAGE. FLEASE
ENTER A CARRIAGE RETURN TO CONTINUE
DATA FOR B AND I, TANE CLEANERS
AENALYSIS DATE: 12711780
PV CAEH PV NEW PV Q&M NET PV BNMNUAL
PROBABILITY FLOW INVET EXP AVAILABLE CHARGE
50.0 Z293904.50 0.00 0.0 293904.50 114121.06
B3.0 270118.44 .00 0.00 270118, 44 1048865.12
TE.L0 2445640 .25 0.80 2.00 24464025 04992.172
80.0 214743.37 0.00 0.00 214743 .37 83583.37
50.0 173376.586 0.00 0.00 173378.58 &67320.87
85.0 138248.81 Q.00 .00 139248.81 54069, 36
39.0 T5130.25 0.090 0.00 TH5130.25 291732.5¢6
THE BBOVE DATA ARE PREBENTED IN CURRENT-YEAR DOLLARS

PLEASE ENTER A CA4RRIAGE RETURN TO CONTINUE



THIZ TABLE SHOWS THE PROBABILITY THAT THE VICLATOR

CAN FINANCE CIVIL PENALTIES OF & GIVEN AMOUNT. FOR EXAMPLE,
THERE I8 A 95.00 % CHANCE OF FINANCING A LUMP

B5UM PERBLTY OF UP TC 3 139242 .81 BASED ON THE STRENGTHS
OF FROJECTED INTERNALLY GENERATED CASH FLOWZ., THIS IS
EQUIVALENT TO ALLOWING THE FIEM TO MAKE THREE EQUAL ANNUAL
PAYMENTS OF & S406%.36.

DO YOU WISH TO PERFORM THE PHASE TWO ANALYSIS FORE
THIS CABE AGARIN (¥ OR N7

PHARE TWO ANALYSX

ol

PLEASE ENTER WHAT YEARE DOLLARE YOU WANT PRESENT
WV E CALCULATIONS EEPRESSED IN.

DO ¥OU WISHE TGO ANALYZE A CIVIL PEWNALTY (P A WEW
INVESTMENT (1), OR BOTH (B} ¢

FLEABE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY
AMOUNT (E.G., 5000): IF THERE IS5 HNC TARGETED PENALTY,
ENTER OC.

PLEASE BENTER WHAT YEAR DOLLARE THIE IS EXPRESSED IH
{(E.G., 1884)

FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF

THE

ABEL

L. REINVESTMENT RATE = 0.00

2. HNOMINAL DISCOUNT EATE =17.50%

3. INFLATION RATE = 3.44%

4. MARGINAL IWNCOME TAX RATE =38.50%

DO ¥OU WISH 70 HAVE THESE ITEMEZ EXPLAINED (¥ OR HNY?
PO ¥YOU WIEH TO CHANGE ANY OF THESE INPUTS (¥ OR H3y?

ABEL I& READY TO FROVIDE OQUTFUT. YOU HAVE THE CHOICE

OF THREE QUTPRUT OPTIOND:

1. PRINT ONLY THE PUSSIBILITY OF THE PREBENT VALUE
OF THE FIRM 5§ FIVE YEAR PROJECTED CASH FLOW EXCEEDING
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OB A REQUIRED
IHNVESTMENT.

4. PRINT A TABLE BHOWING THE NET AVAILABLE CASBH FLOW
WITH AN ANALYSIS COF THE TABLE.

3. PRINT A DETRILED TABLE ZHOWING THE COMPONENTS OF THE
FIRM 5 CABH FLOWS. THIS OPTION MaY BE HELPFUL TO FINANCIAL
AHALYETE BUT IE NOT RECOMMENDED FOR MOST USERS.

PLEABE ENTER YOUR CHOICE (1,2 OR 3).

THERE I8 A 28.7 3 CHRNCE THAT THE FIRM

CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF

S 85750.00 BASED ON THE STRENGTH OF INTERNALLY
GENERATED CA3H FLOWS FOR THE NEXT FIVE YEARS.
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TIMES INTEREST EARNED

1988 0.89 A RARTIO LEES THAN 2.0 MAY INDICATE
SGLVENCY PROBLEMS

1987 1.86 5 RATIO LESS THAN 2.0 MARY INDICATE
SOLVENCY PROBLEMS

1236 1.235 & RATIO LESS THAN 2.0 MAY INDICATE
SOLVENCY PROCBLEMSB

1885 1.684 A4 RATIO LESS THaN 2.0 MAY INRICATE
SCQLVENCY PROBLEMS

1884 0.428 & RATIO LESS THAN 2.0 MAY INDICATE
SOLVENCY PROBLEMZ

PFLEASE ENTER A CARRIAGE RETURN TO CONTINUE
ABEL INTERPRETE THE OVERALL RESULTE OF THE FINANCIAL
RATIOE AE FOLLOWS:

THE DAT& SUGGEEBT THAT THE OVERALL ASSESSMENT OF THE
FINANCIAL RATIOS IS INDETERMINATE.

AREL NOTES THAT THE FIRM & MOST RECENT DEBT-EQUITY
RATIC I35 SUBBTANTIALLY BETTER THAN ITS HIBTORIC AVERAGE.

ABEL HOTES THAT THE FIRM 5 MOST RECENT CURRENT
RATIO I3 BUBSBTANTIALLY BETTER THAN IT3 HISTORIC AVERAGEH,

ABEL NOTES THAT THE FIRM'5 MOET RECENT BEEAVER™ S
BATIO IE& BUBSTANTIALLY POORER THAN ITS HISTORIC AVERAGE.

BHEL NOTES THAT THE FIRM'S MOBT RECENT TIMES INTEREST
EARNED 18 BSUBBTANTIALLY POORER THAN ITS HISTORIC AVERAGE.

DO YOU WIBH TO CONTINUE WITH THE PHABE TWO ANALYEIE
(¥ OR W)7

PHABE TWO ANALYSIS

PLEASE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT
VALUE CALCULATIONS EXFRESSED IN.

DD ¥0U WIBH 7O ANALYZE A CIVIL PENALTY (P) A NEW
IKVESTMENT (I3, OR BOTH (B} ?

PLEASE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY
BMOUNT {(E.G., 5000):; IF THERE Id HO TARGETED PENALTY,
ENTER O.

g e

PLEABE ENTER WHAT YEaR DOLLARE THIS IS EEZFPRESSED IN
{E.G., 1984






THIE TABLE SHOWES THE PRODBABILITY THAT THE VIOLATOR

CAN FINARCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE,
THERE IS & 50.00 % CHANCE OF FINANCING & LUMP

SUM PENALTY OF UF TO & 290177.31 BASED ON THE STRENGTHS
OF PROJECTED INTERNALLY GENERATED CABH FLOWS. THIS IS
EQUIVALENT TO ALLOWING THE FIRM TO MAEE THREE HEQUAL ANNUAL
PAYMENTS OF 3 112673.81.

BG ¥OU WISH TC PERFORM THE PHRAEBE TWO ANALYEIS PUOR
THIS CASE AGAIN (¥ OR M7

PHARSE TWO ANALYSLIS

PLEBSE ENTER WHAT YEARS DOLLARE ¥0OU WANT PRESENT
VALUE CALCULATIONE EXPRESSED IN.

DO YOU WISBH TO ANALYZE & CIVIL PENALTY (P} ,A WEW
INVESTMENT (1), OR BOTH (B} ?

PLEASE INPUT THE INITIAL PROPOSED SETTL
BMOUHT (E.G., 5000%; IF THERE IS NO TAR
ENTER T.

PLEASE ENTEE WHAT YEAR DOLLARE THIS 15 EEZPRESBED IN
{E.G.., 1984;

THE FOLLOWING STANDARD VALUES ARE USED IN THIZ SECTION OF
ABREL:

1. EEINVESTHMENT EATE = 0.00
2. HNOMINAL DIBCOUNT RATE =17.
3. INHFLATION RATE = 3J.44%

4. MARGINAL INCOME TAX RATE =38.50%

g

st}

W

DO YOU WIBH TO HAVE THESE ITEMS EXPLAINED (¥ OR H;7?

DO YOU WISH TGO CHANGE ANY OF THESE INPUTS (Y OR MN)7

ABEL I5 READY TO PROVIDE QUTPFUT. YOU HAVE THE CHOICE
OF THREE CQUTPUT OPTIONS:

1. PRINT ONLY THE POSSBIBILITY OF THE PRESENT VALUE
OF THE FIRM $ FIVE YEARR FROJECTED CABH FLOW EXCEEDING
EITHER AN INITIAL PROPOSED SETTLEMENT PEMNRLTY OFR A REQUIRED
INVESTHMENT.

Z. PRINT A TABLE BHOWING THE NET AVAILABLE CASH FLOW
WETH AN ANALYBIS® OF THE TABLE.

3. PEINT & DETRAILED TABLE SHOWING THE COMPONENTS OF THE
FIRM 8 CASH FLOWS. THIS OPTION MAY BE HELPFUL TO FINANCIAL
ANALYETE BUT I5 NOT RECOMMENDED FOR MOST USERS.

PLEASE ENTER YOUR CHOICE (1.2 OR 3.

THERE I5 & %0.3 % CHANCE THAT THE FIRM

CAN FINANCE THE PROPOBED SETTLEMENT PENALTY OF

3 GOOGD .00 BASED ON THE STRENGTH OF INTERNARLLY
SEMERATED CASH FLOWS FOR THE NEYT FIUVE YEARS



ABEL IE READY TO BEGIN QUTPRUT. IF ¥YOU WIBH, PLEASE
POSITION YOUR PRINTER TC THE START OF A NEW PAGE. PLEASE
ENTER & CARRTAGE RETURN TO CONTINUE

LDATE FOR CBOJE AND L COMBINED

AMALYEIS DATE: 12/11/90

NET PREZSERT VALUE EQUIVALENT
PROBABILITY AVAILABLE ANNUAL CHARGE
0.0 2R0LTT7 .31 112673.51
60,9 245290 .81 9hR248.19
FO.LO 197225.34 TE583.0G0
80.0 140822.94 546860.58
g0, 62775.61 24375.34
95.0 g 0
93,0 & 0

THE ABCOVE DATA ARE PREBENTED IN CURRENT-YEAE DOLLARS

PLEASE ENTER A CARRIAGE RETURN TO CONTINUE

THIE TABLE BHOWz THE PFROBABILITY THAT THE VIOLATOR

CAN FINANCE CIVIL PFENALTIES OF & GIVEN AMOUNT. FOR BREAMPLE,
THERE IE & H0.00 % CHANCE OF FINANCING 3 LUMPE

BUY PENALTY OF UP TO 3 290177.31 BASED ON THE STRENGTHS
OF PROJECTED INTERNALLY GENERATED CASH FLOWE. THIS IS
EQUIVALENT TO ALLOWING THE FIEM TO MREE THREE EQUAL ANNUAL
PAYMENTE OF 2 112673.81.

SH TO PERFORM THE PHABEE TWO ANALYSIE FOR

WL
SE AGAIN (Y CR N)7

PHASE TWO ANALYSIS

FLEASE ENTER WHAT YEARE DOLLARS YOU WANT PRESENT
VALUE CALCULATIONS EXPRESIED IN.

DO YOU WIBH TO ARALYZE A CIVIL PENALTY (P} A NEW
INVESTMENT (I). OR BOTH (B) 7

PLERSE INFUT THE INITIAL PROPOSED BETTLEMENT PENALTY
AMOUNT (E.G., 5000); IF THERE I8 NOC TARGETED PENALTY,
EZNTER G.

FLEABE ENTER WHAT YEAR DOLLARS THIB IS EXPRESBED IH
{(E.G., 1984)

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION QF
BBEL:
1 eI T REGZE TR RAETE — YO



2. NOMINAL DISCOUNT RATE =17.50%
3, IHFLATIOH RATE = 3,442
4. MARGINAL INCOME TAX RATE =38.50%

Do ¥OU WISH TO HAVE THEZE ITEME I

bl
s
5
o
-l
P
)
et
—~
e

OR WN}7

BBEL I8 EEADY TO PROVIDE QUTPUT. ¥OU HAVE THE CHOICE
OF THREE CUTPUT OPTIONES:

1. PRINT OHLY THE POSSIBILITY OF THE PRESENT VALUE
OF THE FIRM™S FIVE YEAR PROJECTED CABH FLOW EECEEDING
EITHER AN INITIAL FPROPOSED BSETTLEMEHNT PENALTY OR A REQUIRED
ITHVESTMENT.

2. PRINT & TABLE SBHOWING THE NET AVAILABLE CASH FLOW
WETH AN ANALYSIS OF THE TABLE.

3. PRINT & DETAILED TABLE SHOWING THE COMPONENTE OF THE
FIRM 5 CASH FLOWS. THIS OPTION MAY BE HELPFUL TC PFINANCIAL
ANALYSTS BUT IS5 HOT RECOMMENDED FOR MOST URERS.

PLEAGE ENTER YOUR CHOICE (1.2 OR 3).

THERE IS5 & 91.2 ¥ CHARCE THAT THE FIRM

CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF

& 50000.00 BAZED ON THE STRENGTH OF INTERNALLY
GENERATED CABH FLOWS FOR THE NEXT FIVE YEARS.

ABEL IS READY TO BEGIN COUTFUT. IF YOU WISH, PLEABE

POGBITION YOUR PRINTER TO THE START OF & MNEW PAGE. PLEASE
ENTER A CARRIAGE RETURH TCO CONTINUE

DATE FOR CBOJE AND L COMBINEDR

ANALYSIE DATE:

12711790

NET FRESENT VALUE

EOUIVALENT

PROBABILITY AVAILABLE ANNUAL CHARGE
50.0 290177.31 112673.81
60,0 245299.81 95248.19
7G.0 197229.94 TEE83.00
§0.0 140822.94 54¢80.58
90,0 G2TTE.61 24375 .34
895.0 0 &

92.0 g ¥

THE ABOVE

PLEASE ENTER A CAKRIAGE RETURN TO

THIE TABLE SHOWS THE PROBABILITY
CAN FINANCE CIVIL PENHALTIES OF & ©

THERE IS & 50.00

DATA ARE PRESENTED IN

CONTINUE

THAT VICGLATOR

FOR EXAMPLE,

e

IVEN
CHANCE OF FINANCING

CURRENT-YEARE DOLLARE



ﬁUM PENRLTY OF UP TO g 2%9017%7.31 DASED ON THE

STRENGTHE
OF PROJECTED INTERMALLY GENERRTED CaSH FLOWS. THIB IB
EQUIVALENT T2 ALLOWING THE FIRM TO HMARE THREE EQUARL ANNUAL

T
PAYMENTS OF 3 112673.81%.
PO YOU WIBH TC PERPFORM THE PFHASE TWO ANRLYSIE FOR
THIS CARSE AGARIN {Y OR M)7?

FPHEEE TWO ANALYEIER

PLEAGDE ENTEE WHAT YEARE DOLLARE ¥OU WANT PRESENT
VALUE CALCULATIONE EXPRESEED IN.

DO Y¥OU WISH TO ANALYZE A CIVIL PEHALTY (F) ,A NEW
INVESTMENT (I)., OR BOTH (B) 7

FLEASE INPUT THE INITIAL PROPGSED BETTLEMENT PENALTY
AMOUNT (E.G., 500C0); IF THERE IS5 NO TARGETED PENALTY.

ENTEE 0.

PLEASE ENTER WHAT YEAR DOLLARS THIS I: EXPRESEED IN
{(E.G.., 1984)

THE FOLLOWING STANDARD VALUESZ ARE USED IN THIS ZECTION OF
ABEL:

1. REIKWVESTMENT RATE = 0.00

2. NOMINAEL DISCOUNT RATE =17.50%

3. INFLATION RATE = 3.44%

4., MARGINAL INCOME TAX BATE =38.504%

DO YOU WISH T0 HAVE THEESE ITEMS EXPLAINED (¥ OR N)7
DG YOU WIBH T0 CHANGE ANY OF THESE INPUTE (¥ OR N)7?

ABRL IS READY TO PROVIDE QUTPUT. YOU HAVE THE CHOICH
OF THREE OQUTPUT OPTIONS:

1. PRINT CONLY THE POSBIBILITY OF THE PRESENT VALUERE
OF THE FIRM B FIVE YEAR PROJECTED CASH FLOW EXCEEDING
EITHER AN INITIAL PROPOSED BETTLEMENT PENALTY OR A REQUIRED
INVESTMENT.

Z. PRINT & TAEBLE SHOWING THE NET AVAILABLE CARBH FLOW
WITH AM ANALYBIS OF THE TABLE.

3. PRINT 2 DETATLED TABLE SHOWING THE COMPONENTS OF THE
FIEM™S CABH FLOWS. THIS OPTICN MAY BE HELPFUL TO FINANCIAL
ANALYSTE BUT IS NOT RECOMMENDED FOR MOST URBEES.

PLEASE ENTER YOUR CHOICE (1.2 OR 3.

THEKE I3 A 87.¢ % CHANCE THAT THE FIRM

CAN PFINANCE THE PROPOBED SETTLEMENT PENALTY CF

5 85000.00 BASED ON THE STRENGTH OF INTERNALLY
GENERATED CASH FLOWES FOR THE NERT FIVE YEARS.

EBEL I5 READY T0O BEGIN CGUTPUT. IF ¥YOU WISH, PLEARE
POBITION YOUR PRINTER TO THE START OF A NEW PAGE. PLEARSE
ENTER A CARRIAGE HETIUEN T0 OONTINUOE



DATR FOR CBOQJ/E AWD L COMBINED

AHNALYESIE DATE: 12/711/90
PV CABH PY NEW PV Q&M NET PV
PROBABILITY FLOW IRVET EXZY AVAILABLE
56.0 290177.31 8.00 0.00 280177 .31
G0.G 2452499, 81 8.00 0.00 245299.861
70.0 167229.94 0.00 0.00 197229.94
£0.0 140822.94 0.00 0.00 140822.94
9.0 62775.61 G.00 G.00 2775 .61
95.40 il 0.00 0.00 0
99,0 o 6.00 .00 G

THE ABOVE DATA ARE PREBENTED IN CURRENT-YEAR DOLLARE

I

PLEABE ENTER & CARRIAGE RETURN TO CONTINVE

THIS TABLE SHOWES THE PROBABILITY THAT THE VIOLATOR

CAN FINAHCE CIVIL PENALTIES OF A GIVER AMOUNT. FOR EXAMPL
THERE I8 A 50.00 CHANCE OF FINANCING A LUMP

5UM PENALTY OF UF TO B 290177.31 BASED ON THE STRENGTHS
OF PROJECTED INTERNALLY GENERATED CABH FLOWS. THIE Ib5
EQUIVALENT TO ALLOWING THE FIRM TO MARKE THREE EQUAL ANNUAL
PAYMENTS OF 8 112673.81.

23
2
2]

DO Y¥OU WIBH TO PERPCGRM THE
THIE CABE AGAIN (Y OR N)7?

PHASE TwWO AMALYEIZ FOR

DO YOU WISH TO AHALYZE ANOTHER CABE (Y CR N7
ALL OF YOUR OUTPUT HAS BEEN BAVED IN & FILE.
DO YOU WIBSH TG RECEIVE A PRINTED COPY OF THIS QUTPUT?

{¥=YES, N=NU;

ANHUAL
CHARGE

112673.81

Ez



PLE

BATA FOR E AND L TANK CLEANERS, INC.
AWNALYEIE DATE: 107047580

DEBDT EQUITY RATIOS

.32 B RATIO LESS THAN 1.2 INDICATES THE FIRM

MaY HAVE ADDITIONAL BEBT CAPACITY

£2.42 & RATIO GREATER THAN 1.5 INDICATES
THE FIRM MAY HAVE DIFFICULTY DBORROWING

J.85 4 RATIO GREATER THAN 1.5 INDICATES
THE FIRM MaY HAVE DIFFICULTY BORROWING

23.92 & EATIO GREATER THAN 1.5 INDICATES
THE FIRM MAY HAVE DIFFICULTY BORROWING

ABE ENTER & CARRIAGE RETURN TO CONTINUE

CURRENT EATION

0.57 & RATICO LEBD THAN 2.0 MAY INDICATE
LIQUIDITY PROBLEMES

G.81 A RaTIo LESS THAKR 2.0 MAY INDICATE
LIQUIDITY PROBLEMS

(.34 & RATIO LESS THAN 2.0 MAY INDICATE
LIGUIDITY PROBLEMSE

6.36 A RATIC LESS THAN 2.0 MAY INDICATE
LIQUIDITY PROBLEMSB

LEASE ENTER & CARRIAGE RETURN TO CONTINUE

1987

19886

1985

1984

FLE

198y

BEAVER"S RATIORB

G.684 A RATIC GREATER THAN 0.20 INDICATES
HERLTHY SOLVENCY

.58 A RATIO GREATER THAN .20 INDICATES
HEALTHY SCOLVENCY

.25 A RATIO GREATER THAN 0.20 INDICATES
HELLTHEY SOLVENCY

0.22 & RATIO GREATER THAN 0.20 INDICATES
HEALTHY 2CLVENCY

ABE ENTER A CARRIAGE RETURN TO CONTINUE

TIMES IKTEREDST EAERNED

4.14 A BATIO ABOVE 2

LOOTE A GOOD
SOLVENCY IKDICATOR



1985

9864

PLE

LBO

e

RAETIO ABOVE Z.0 I A S0O0D
OLVENCY INDICATOR

L".i =

1.4 A BATIO LESE THAN 2.0 MAY INDICATE
BOLVENCY PROBLEMS

)
E

B}
o]

& RATIO LESS THAN 2.0 MAY INDICATE
SOLVENCY PROBLEMS

SE ENTER & CARRIAGE RETURN TO CONTINUE

ABEL INTERPRETS TH& OVERALL RESULTS OF THE FINANCIAL
RETICE AE FOLLOWS

ALTHOUGH THE FIRM MAY FACE CURREHNT CASH {(OR LIQUIDITY)
CONSTRATINTS ., 1TSS LONG-TERM PROSPECTS ARE GOOD AND IT SHOULD
BE ABLE TO FINANCE PENALTIES AND INVESTMENTS. A PHASE

TWO ANALYSIZ I8 RECOMMENDED.

BBEL WOTEE THAT THE FIRM & MOBT RECENT DEBT-EQUITY
RATIC I8 BUBSTANTIALLY BETTER THAN ITS HISTORIC RVERAGE.

ABEL NOTES THAT THE FIRM B MOBT RECENT BEAVER B

RATIO IS5 BUBSTANTIALLY BETTER THAN ITS HISTORIC AVERALSE.
ABEL NOTESZ THAT THE FIEM 5 MOST RECENT TIMES IRTEREST
EARNELD IE SUBSTANTIALLY BETTER THAN ITS HIBTORIC AVERAGE.

DO YOU WISH TC CONTINUE WITH THE PHASE TWO ANALYSIS
(Y OR H)7?

PHABE TWO ANALYSIS

PLEASBE ENTER WHAT YEARS DOLLARS YOU WANT PRESENT
VALUE CALCULATIONDS EZPREBSED IN.

DO YOU WISH TC ANALYZE A CIVIL PENALTY (P) 2 HEW
IHNVESTMENT (I}, OR BOTH (B} 7

PLEABE INPUT THE INLTIAL PROPOSED SETTLEMENT PENALTY
AMOUNT (E.G., 5000); IF THERE I5 NG TARGETED PENALTY,
ENTER G.

PLEABE ENTER WHAT YEAR DOLLARS THIE IE EXPRESEBED IN
(BE.G., 1984)

THE PFOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF
ABEL:

1. REINVESTMENT RATE = 0,00

2. MNOMINAL DISCOUNT RATE =17.50%

3. INFLATION RATE = 3.44%

4. MARGINAL INCOME TAX RATE =38.3079

2]

DO YOU WISH TO HAVE THESE ITEMS EXPLAINED (Y OR N2

DO ¥0OU WIBH TC CHANGE ARY OF THESE INPUTS (Y OR N7

AREL IS5 READRY TO PROVIDE CUTPUT. YOU HAVE THE CHOICE



UF THERKEE QGUIPEY OPTLONS:

1. PRINT ONLY THE POSSIBILITY OF THE FRESENT VALUE
OF THE FIRM™S FIVE YEAR PROJECTED CA85H FLOW EXCEEDING
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED
INVESTMENT.

2. PRINT B TABLE SHOWING THE NET AVAILABLE CASH FLOW
WITH AN &NALYSIE OF THE TABLE.

F.  PRINT & DETAILED TABLE BHOWING THE COMPONENTE OF THE
FIRM 'S CASH FLOWS. THIE OPTION MAY BE HELPFUL TO FINANCIAL
ANALYETE BUT I8 MOT RECOMMENDED FOR MOBT UBERS.

PLEASE ENTER YOUR CHOICE (1.2 OR 23).

THERE I8 & 928.7 % CHANCE THAT THE FIRM

CAN FPINANCE THE PROPOSED BETTLEMENT PENALTY OF

8 85750.00 BASBED ON THE STRENGTH OF ITHTERNALLY
GENERATED CABH FLOWS FOR THE NEET FIVE YEARE.

WOULD YOU LIKE TO SEE MORE DETAILED QUTPUT (Y OR HN)7

WOULD YOU PREFER QUTPUT OFPTION 2 OR 37

ABEL I3 REARRY TO BREGIN QUTPUT. IF ¥YOU WIGH, PLEASE
PORITION YOUR PRINTER TO THE BETARYT OF A NEW PAGE. PLEAZE
ENTER 2 CARRIAGE RETURN TO CONTINUE

DATA FOR E AND L TANK CLEANERS, INC.

ANALYSIs DATE: 10/04/90

NET PRESENT VALUE EQUIVALENT
PROBABILITY AVAILABLE ARNUAL CHARGE
5.0 £23904.50 114121 .08
50.0 270118.44 104885.132
70.0 £44640.25 94992.12
80.90 2147435.37 B3E383.37
90.0 17337656 67320.87
B5.0 139248.81 54069 .36
85.0 TH130.25 29172.56

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS

PLEASBE ENTER A CARRIAGE RETURN TCO CONTINUE

THIEZ TABLE SHOWE THE PROBABILITY THAT THE VIOLRTOR

CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FPOR EXBMPLE,
THERE IS A 95.00 % CHANCE OF FIHNANCING A LUMP

BUM PENALTY OF UP TO 8 139248.81 BASED ON THE STRENGTHS
OF PROJECTED INTEENALLY GENERATED CASH FLOWS. THIS IS
EQUIVALENT T0 ALLOWING THE FIREM TO MARE THREE EQUAL ANNUAL
PAYMENTE OF 3 54069.36.



BEOYUU WLk LU PEREURFD B PHASE PWD ANALYDRLIE FOR
THIS CASE BGAIN (Y OR N7

PHASE TwD RARALYEIS

PLEABE EWNTER WHAT YEARS DOLLARS ¥YOU WANT PRESENT
VALUE CALCULATIONE EXPRESSED IN.

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P} A NEW
INVESTMENT (I}, OR BOTH (B) 7

PLEAEE INPUT THE INITIAL PROPOSED SETTLEMEHT PENALTY
AMOUNT {E.G.., 3000): IF THERE IS KC TARGETED PENALTY.
ENTER 0.

FPLEABE ENTER WHAT YEAR DOLLARS THIE IE EEXFREESZED IHN
{E.G., 1984)

THE FOLLOWING STANDARD VALUEZ ARE USED IN THIS SECTION OF
ABEL:
1. REINVESTMENT RATE = .00

£2. NOMINAL DISCOUNT RATE =17.50%
3. INFLATION RATE = 3I.44%
4. MARGINAL INCOME TRE RATE =38.50%

DO YOU WISH TC HAVE THESE ITEMB EXPLAIRED (Y OR M7

DO YOU WISH TO CHANGE ANY OF THESE INPUTE (Y OR H)Y?

ABEL I8 READY TG PROVIDE OUTPUT. YOU HAVE THE CHOICE
OF THREE QUTPUT OPTIONS:

1. PRINT OQNLY THE POERSIBILITY OF THE FRESENT VALUE
OF THE FIRM S FIVE YEAR PROJECTED CAREH FLOW EXCEEDING
EITHER AN INITIAL PROPOBED SETTLEMENT PENALTY OR A REQUIRED
INVESTHMENT.

Z. PRINT A TABLE SHOWING THE NET AVAILABLE CASH FLOW
WITH AN ANALYSIS OF THE TABLE.

3. FRINT & DETAILED TABLE SHOWING THE COMPONENTS OF THE
FIRM"S CASH FLOWE., THIS OPTION MAY BE HELPFUL TO FINANCIAL
AHALYSTE BUT IS5 NOT RECOMMENDED FOR MOST USERS.

PLEASE ENTER YOUR CHOICE {(1,2 OR 33.

THERE IS & 98.85 % CHARNCE THAZT THE FIRM

CAN FINANCE THE PROPOSED SETTLEMENT PENALTY OF

g B5750.00 BABED ON THE STRENGTH OF INTERNALLY
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS,

WOULD YOU LIKE TO BEE MORE DETATILED CQUTPUT (Y OR Ni7?

WOULD ¥YOU PREFER QUTPUT OPTION 2 OR 372

ABEL I3 READY TO RBEGIN OUTPUT. IF ¥OU WISH, PLEABE
POSTTION YOUR PRINTER TO THE BTART OF & WEW PAGE. PLEASE



ENTEE A& WaARKIAGE KETURN U0 UONTLINUE

DATA FOR E AND L TANEK CLEANERE, IHNC.

ANRLYS1S DATE: 10/04/30

HET PRESENT VALUE EQUIVALENT
PROBABILITY AVATLABLE HWNUAL, CHARGE
50.0 304014.56 118048.75
60.0 279410.25 108495.06
T0.0 2530585 .62 BBARE.T5
0.0 Z2ZLT30.37 B&Z251.69
95,0 179340.56 BEE30.59
95.0 144038.87 55929.,31
99.0 TIPL4.75 30176.11

THE ABOVE DaTA ARE PRESENTED IN CURRENT-YEAER DOLLARS

PLEAGE ENTER A CBRRIABGE RETURN TO CONTINUE

THIZ TABLE SHOWS THE FPROBABILITY THAT THE VIOLATOR

CA&N FINANCE CIVIL PEHALTIES OF A GIVEN AMOUNT. FOR EXAMPLE,
THERE I2 A 95.00 % CHANCE OF FINANCING & LUMP

SUM PENALTY OF UP TO 2 144038, 87 BASED ON THE STREHGTHS
OF PROJECTED ITHTERNALLY GENERATED CASH FLOWE. THIS IS
EQUIVALENT TCO ALLOWING THE FIRM TC MAKE THREE EQUAL ANNUAL
PAYMENTS OF 8 55429.31.

'

PG YOU WISBH TO PERFORM THE PHASE TWO ANALYSIS FOR
THIS CASE AGRIN (Y OR N7

DO ¥OU WISH TO ANALYZE ANOTHER CASE (Y OR N7

ALL OF ¥OUR OQUTPUT HAS BEEN BAVED IN A FILE.
LG YOU WIsH TO RECEIVE A FRINTED COPY QF THIS QUTPUT?
{¥=YE3, N=NG}

15/04/30 LEGAL REBEARCH BYBTEMS 09:48 AM
i, ENFORCEMENT DOCUMENT RETRIEVAL SYSTEM {EDES

Z. HAZARDOUS WASTE CABEFINDER (HWCE)

3. SUPERFUND RECORDS OF DECISION SYSTEM {RODE )

4. ATTORNEY ROSTER DATABASE {ROBT)

5. HEN - PENALTY MODEL

& ABEL -~ FPERALTY MODEL

£ - ENTER COMMENTS E -~ EXEIT 70O TBO L~ LOGOFF COMPUTER

ENTER BELECTION »
MUN INDX LOGGED OFF 10/04/90 AT 9:49:07
G:27:44 CORNECT TIME, 0:03.11 TCB, G:00.51 ZRB



EACPS: 435 DA, U MY, YU® TEEM, O OTHER, %43 TOTAL
CHRRGES: $.00 CONNECT, $.53 CPU, .21 EXCPS
4,74 TOTAL CHARGE FOR SESEION

ITHRIGG6470Y MUN LOGGEDL OFF TS0 AT 09:49:22 ON OCTOBER 4, 1330
Fedk S de fo e



DATE FOY CUSTON BLENDED OILS, INC.
BHALYSIS DATE: 10703790
DEET EOUITY BATION

1988 W/R THE FIHM HAS ZERO OR WEGATIVE EQUITY
IHDMCATING TREDLVENCY

1987 EAR THE FIRM HAS ZERQ OR WEGRTIVE EQUITY
TEDICATING INSOLVENCY

1986 K/A THE PIRE HAS ZERC OF HEGRTIVE EQUITY
IRDICRTING TNGOLVENCY

FIERSE ENTEE 8 CRHERIAGE RETURN TO CORTINDE

CURRERT RRTIOS

1988 5.04 B BATIG GEERTER THREN OR EOURL 1O
2.0 INDICATES HESLTHY LIQUIDITY

1987 3.76 B RATIO GRERTER THEN OR EOUAL 10
2.0 INDICRTES HEALTHY LIQUIBITY

B €.50 B RATIO LESS THAW 1.0 Ma¥ [HDICRTE
LIQUIDITY FROBLEMS

PLERSE EMTER A CARRIAGE RETURH T0 CONTINUE

BERYVER'S EATIOS

1988 0.14 B RATIO BETWEEN 0.10 BED 0,20 IS
THDETERH INETE

14a7 0,37 B BRTIO PETWEEN (.10 AMD 0.2 18
IRDETERY THRTE

1986 -0.0% A RATIO BELOW 0.10 IBDICATES THAT
THE FIZH MAY HAVE SOLVENCY PROBLEES

PLERSE ERTEE B CHRRIAGE RETURR T0 COMTINUE

TIHES INTEREST EBRNED

1988 §.89 B RRTIO LESS THAN 2.0 HBY INDICRTR
SOLVERCY PROBLEMS

1987 0.86 A RATIO LE3S THEN 2.0 ¥AY [MDICATE
SOLVERCY PROBLEMS

1reg -16.32 B RRTIO LESS THAN 7.0 MAY INDICATE
HILVENCY DROBLENS

PLERSE ENTER & CARRIAGE RETURR 10 CONTIMIE

REEL, IHTERPRETS THE OUEBRLL HESULTS OF THE FISBHCIAL
BATION BS FOLLOHG:



i UER bUGGIST THAD THE UVENBLL RSSESSEMNT UK HRK
FIMARCIEL RATIOS IS [NDETERMIMRTE.

HBEL WOTES THAT THE FIRM'S MOST RECENT CUREENT
RATIO IS SUBSTRHTIALLY BETTER THEN ITS HISTORIC RVERBGE.

REEL BOTES THAT THE FIRM'S MOST RECERY BERUER S

RRTIO 1% SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERRGE.
KBEE WOTES THAT THE FIRK'S HOSY RECEWT TIMES INTEREST
EAERED IS SUBSTBNTIRLLY BETTER THAN ITS BISTORIC AVERESE,

00 YOU WDSH TO CONTINGE WITH THE PHESE THC BNRLYSIS
£Y or ©y7

PHASE THO BNBLYSIS

PLERSE ENTER WHRT YERARS [OLLARS YOU HANT PRESENT
URLUE CALCULATIONS FHPRESSED 14,

THERE 15 B 61.0 % CHARCE THRT THE FIRM

CHY PIHRWCE THE PROPOSED SETTLEMENT PENRLYY OF

£ BE750.00 BASED OX THE STRERGTE OF INTHENRLLY
GEMERQTED CRSH PLOHS FOR THE NERY FIVE VERRS.

THE BEBLYSIS BT 'THIS POINT DOES HOT

DEMORSTRATE COHCLUSIVELY THE FIRN'S ABILITY 19 Py
FOR THE HEW INVESTHEWT. TO MAKE B DETERNINATION,
ONE WUSY LOON AT THE FIRM'S OTHER OPTIONS,
HCTUDIHG IHCRERSIHG EQUITY, SELLING ASSETS OB
TEVERRGIHG UNLEVERED ASSETS.

FOR PROBRBILITIES LESS THAN B0%, EEVFER TO YOUR HEDIR
- BPECTFIC PENRLTY POLICY. HOMEVEE, THE FIRE CRW HFFURL 3
FENALIY OF UF TO 5 7698.86 WITH B PROBRBILITY OF B0.0 %.

BOUED YOU LIKE 70 SEE HORE DETRILED CUTPUT (¥ OR 2?2
WOULD YOU PREFER OUTPUT OPTION 2 OR 37

BREL IS READY T0 BEGIN OUTEUT. IV YOO WISH, PLEASE
POSITION YOUR FRIKTER TO THE STAET OF & MEW PRGE. PLEASE
ENTER B CARRIAGE RETURE YO CONTINUE

DRTR FOR CUSTOM BLEWDED OILS, INC.

RHALYSIS DRTE: 1G/03/9

HET PRESENT VALUE EQUIVALENT
PROBRBILITY BYRILABLE BHEGAL CHARGE
50,8 129483.50 50717.56
6.0 GI880.75 6068, 65
0.6 5369%.55 20848.54
8.0 THUE. 86 2985.41
9.8 g g

85,0 H H



9. i &
THE BBOVE DRTE DRE PRESENTED IN CURRENT-YERR DOLLARS

PLEESE ENTER B CHERIAGE RETURE T0 CONTINTGE

THIS TRELE SHUWS THE PROBRBILITY THAT THE VIOLATOR

CAN FIBANCE CIVIL PENRLTIES OF R GIVEN AWOUNT. ¥OR EMRMPLE,
THERE IS B 30.00 & CHBNCE OF FINENCING B L@

SUM PENALTY OF UP TO & 179483.50 BASED O THE STRENGTHS
OF FROUECTED IWITENALLY CENERDTEL CBSH FLOBS, THIS I
EQUIVALENT 70 RLLOWING THE FIRH T0 MAKE THREE BOURL ARNUAL
PRYKENTS OF 5 50277.36.

THE BRRIYSIS AT THIS POINT DOES MOT

DEVOHSTRETE CORCLUSIVELY THE FIRM'S BBILITY ¥0 PRY
TOR THE HEW INVESTHEET. ‘IO HAKE R DETERMINETION,
OME HUST LDOK AT THE FIRM'S (THER OPTIONS,
INCLUDING INCRERSING EQUITY, SELLING BSSETS OB
LEVERRGING UNLEVERED ASSETS.

DO YO WISH 7O PERFORE THE PHRSE THO AMRLYSIS FOR
THIS CASE AGRIN (¥ Ok ¥}?

THERE IS B 61.6 % CHARCE THAY THE FIRM

CAN PINRNCE THE PROPOSED SETTLERENT FENBLTY OF

S B57HR.00 DREED ON THE STREWGTE OF INTERMBLLY
GEKERRTED CRSH FLOES TOR THE NERT FIVE YEARS.

THE BHBLYSIS BY THIS PDINT DOES BOT

DEMONSTRATE CONCLUSIVELY THE PIRM'S RBILITY TD PAY
FOR THE HEW IWWESTHENT. TO MAWE R DETERHINATION,
OHE MUST LOUK AT THE FIRM'S OTHER OPTIONS,
IRCEAUDING INCRERSING EQUITY, SELLING RSSEYS OR

LEVERRGIRG UBLEVERED ASSETS.

FOR PEOBRBILITIES LESS THEM 80%, REFER TO YOUR ¥EDIR
SPECIFIC PEMRLIY POLICY. HOWEVER, THE FIRK CBM AFFURD &
PEMRLTY OF UP T0 S 7963.67 HITH B PROBREILITY OF 80.0 %.

HOULD ¥YOU LIKE TO SEE HORE DEYRILED OUTRHT (Y OR B)?
HOULD VoI TREFER OUTRUT ORTIGR 2 R W7

BEEL IS RERDY 10 BEGIH OUTBUT. IR YOU HISH, PIERSE
POSITIOR YOUR PRINTER TO THE STHRT OF B NEW PAGE. PLEASE
EWTER A CRERIRGE RETURK TO CONTINUE

DETR ECR CUSTOM BLEEDED OILS. THC.

RNBLYSIS DRTE: 10703790

WET PRESENT VALUE EQUTVELERT
PROBABILITY BYBILABLE BNHURL, CHREGE
50.0 1333788 S200T. 08
6.0 46045.62 309,39

FiHRH R5E40.57 2156602



8.0 1953,87 097,74
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9.0 i 8
THE RBOVE DEThR ARE PRESENTHED 1IN CURRENT-YERR DOLLARS

PLEASE ENTER B CARRIAGE RETURN TU CONTINUE

THIS TABLE SHOWS THE PROBRBILITY THRT THE VIOLATOR

Cal FINGNCE UTVIL PEMBLTIES OF & GIVEN RMOUNT., FOR EMBNRIE,
THERE IS & 50.00 % CHRWCE OF FINBNCING R LUNP

T PEMRLTY OF UP 0§ 133937.89 BRSED ON THE STRENGTHS
(¥ PROJECTED INTERMALLY GENERATED CRSH FLOWS, TRIS IS
EQUIVALERT B0 BLLORING THE FIRY TO MAWE THEEE EQUAL BEWUAL
PRYMENTS OF 5 53007.09.

THE RHBLYSIS BY THIS POINT DOES HOT

DEMONSTRETE COMCLOSIVELY THE FIBH'S BRILITY 70 P&V
EUR THE BEM INUESTMENT, 70 MBEE B DETERMINRTION,
ONE HUST LODW AT THE FIRK'S OTHER UPTIONS,
IHCLUEDIRG INCREASING EDWITY, SELLING RSSETS OR
LEVERRGING UNLEVERED BROSETS.

D) ¥OU WISH TG PERFOEM THE PHASE THO BHALYSIS FOR
THIS CRSE BGRIE (Y OR W2



PLEASE EWNTER

BEAVER ™S

-3.0%

RATIGE

A RATIO BETWEEN 0.10 AND 0.20 IB
INDETERMINATE

A RATIC BETWEEN 0.10 AND G.20 IS
INDETERMINATE

A RATIO BELOW 0.10 INDICATEE THAT
THE FIRM MAY HAVE BOLVENCY PROBLEME

A CARRIAGE RETURN TO CONTINUE

TIMES INTEREST EARNED

& RATIO LESS THAN Z.0 MAY INDICATE
BOLVERCY PROBLEME

Fie
1o

BATIO LESE THAN 2.0 MAY INDICATE
BOLVENCY PROBLEME

i

B RRTIO LESS THAN 2.0 MAY INDICATE
SOLVERCY PROBLEME

PLEASE ENTEE 2 CARRIAGE RETURN TO CONTINUE



ABEL INTERPRETES THE OVERALL RESULTE OF THE FINANCIAL
ERTIOR AR FOLLOWE:

THE DATA SUGGEST THAT THE OVER

&LI. BREBESSMENT OF THE
FINANCIAL RATIOL IS5 INDETERMINATE.

,.LE

ABEL MO
I

HMAT THE FIRM & MOBT RECENT CURRENHT
REATIO TA

TES T
& BUBSTANTIALLY BETTER THAN ITE HISTORIC AVERAGE.

ABEL MOTES THAT THE FIRM ™8 MOBT RECERNT BEAVER'S

REaTIO I8 BUBEBTANTIALLY BETTER THAN ITS HISTORIC AVERAGE.
ABEL NOTES THAT THE FIRM ™5 MOST RECENT TIMES INTEREST
EARNED IS5 SUBSTANTIALLY BETTER THAN ITS HISTORIC AVERAGE.

DO OYOU WISH TO COHNTINUE WITH THE PHABE TWO BRNALYSIS
(Y OR W37

PHASE TWO ANALYGLIS

PLEASE ENTER WHAT YEARS DOLLARS YCOU WANT PREESENT
E CALCULATICONS EXPRESBED IN.

PO ¥OU WISH TO ANALYZE & CIVIL PENALTY (P) A NEW
INVESTMENT (I), OR BOTH (B) 7

PLEASE INPUT THE INITIAL PROPOSEDR SETTLEMENT PENALTY
BMOUNT (E.G., 3000); IF THERE 13 NO TARGETED PENALTY,
ENTER G.

PLEASBE ENTER WHAT YEAR DOLLARS THIS I5 EEPRESSED 1IN
(E.G., 1984,

THE FOLLOWING STANDARD VALUES ARE USED IN THIS SECTION OF
ABEL:

EEINVESTMENT RATE = 0.00

NOMINAL DISCOUNT RATE =17.50%

INFLATION RATE = 3.44%

MARGINAL INCOME TaAX RATE =38.50%

s

W L B
% B E

2

BG YOU WisH TO HAVE THESE ITEMS EXPLAINED (Y OR H3?

DO YOU WIBH TO CHANGE ANY OF THESBE INPUTS (Y OR W37

ABEL I35 READY TO PROVIDE CUTPUT. YOU HAVE THE CHOICE

OF THREE QUTPUT OPTIONS:

1. PRINT ONLY THE POSBIBILITY OF THE PRESENT VALUE
OF THE FIRM 5 FIVE YEAR PROJECTED CASH FLOW EXCZEEDING
EITHER AN INITIAL PROPOSED SETTLEMENT PENALTY OR A REQUIRED
INVESTMENT .

4. PRINT A& TAEBLE SHOWING THE HNET AVAILABLE CASH FLOW
WITH AN ANALYSIS OF THE TRELE.

3. PRINT & DETALLED TABLE SHOWING THE COMPONENTE OF THE
FIRM™S CASH FLOWS. THIS OPTION MBY BE HELPFUL TO FINANCIAL
ENALYETE BUT 15 NOT EECOMMENDED FOR MOBT UBERS.

PLEASE ENTER YOUR CHOICE (1.2 OR 3).



THERE IS A ©61.9% % CHANCE THAT THE FIBEM

CAN FINANCE THE PROPOSED SETTLEMENT FENALTY OF

= BBETS0.00 BASBED OW THE STRENGTH OF INTERNALLY
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARE.

THE ANALYSIS AT THIS POINT DOES NOT

DEMCONSTRATE CONCLUSIVELY THE FIRM ™5 ABILITY TO PAY

FOR THE NEW INVESTMENT. TO MAEKE A DETERMINATION,

ONE MUST LOOK AT THE FIRM 8 OTHER QPTIONE,

INCLUDING INCREASING EQUITY, BELLING RSSETE OR

LEVERMRGING UNLEVERED ABBETE.

FOR PROBABILITIES LEBS THAN 80%, REFER TO YOUR MEDIA
SPECIFIC PENALTY POLICY. HOWEVER, THE FIEM CAN RFFCED A
PENALTY OF UP TO 2 76498 .86 WITH A PROBABILITY OF 0.0 3

WOULD ¥OU LIKE TO SEE MORE DETAILED QUTPUT (¥ QR N7

WOULD YOU PREFER OUTPUT OPTION 2 OR 372

ABEIL IS READY TO BESIN OUTPUT. IF ¥OU WISH, PLEASE
POSITION ¥OUR PRINTER TO THE START OF A HEW PAGE. PLEABE
ENTERE A CARRIAGE RETURN TO COHTINUE

DATE FOR CUBTOM BLENDED OILE, INC

ANALYSIS DATE: 12/711/90

NET PREBENT VALUE EQUIVALENT
PROBABILITY AVAILABLE AWNUAL CHARREGE

50.0 129483.50 50277 .56
60 GEEQ0.25 36068.6
70.0 BI6R3.55 20648.84
0.0 7698.85 29869.41
an.o s 0

95.0 o G

99.0 0 &

THE ABOVE DATA ARE PRESENTED IN CURRENT-YEAR DOLLARS

FLEASE ENTER A CARRIAGE RETURN TO CONTINUE

THIS TABRLE SHOWS THE PROBABILITY THAT THE VIOLATOR
CAN FINANCE CIVIL PENALTIES OF A GIVEN AMOUNT. FOR EXAMPLE.
THERE I8 A 50.00 % CHABNCE OF FINANCING & LUMP

SUM PENALTY OF UFP TO 8 129483.50 BASED ON THE ESTRENGTHS
OF PROJECTED INTERHMALLY CENERATED CASH FLOWE. THLE Is
EQUIVRLENT T0 ALLOWING THE FIRM TO MAKE THREE EQUAL ANNUAL
PAYMENRTS OQF & 50277.58.

THE ANALYES8ILS AT THIE POINT DOES NOT
DEMONBTRATE CONCLUSIVELY THE FIRM ™8 ABILITY TO PAY
FTOR THE NEW INVESTMENT. 70 MAKE A DETERMINATION,

o a obrm @ mem e d e mar s s mmap wn wame R M Ao hewih R v 1 Je W A oe P v me e s, gi yam (AW s e . e



T L% L &TE S bud R LEWAWT AL £3 L doalba gl o EMEME D WE R A AL it Rk L LAY ¢
INCLULING INCREABING EQUITY, SELLING ABSETE OF
LEVERAGING UNLEVERELD ARBSETS.

D0 ¥OU WIBH TO PERFORM THE PHASBE TWO ANALYSIS FOR
THIS CASE AGARIN (¥ OR N;©?

PHABE TWO ANALYRIS

PLEABE ENTEER WHAT YEARS DOLLAES
VALUE CALCULATIONS EXPRESSED IN.

DO YOU WISH TO ANALYZE A CIVIL PENALTY (P) B NEW
INVESTMENT (I}, OR BOTH (B) 7

PLEABE INPUT THE INITIAL PROPOSED SETTLEMENT PENALTY
AMOUNT {(E.G., 30200); IF THERE IS NO TARGETED PENALTY,
ENTER 0.

FLEAZE ENTER WHAT YEAR DOLLARE THIS IS5 EXPREBEED 1IN
(E.¢., 1984)

THE FOLILOWING STANDARD VALUES ARE UBED IN THIS SECTION
BEEL:

1. REINVESTHMENT RATE = 0.00

2. NOMINAL DRDISCOUNT EATE =17.50%

3. INFLATION RATE = 3.44%

4. MARGINAL INCOME TAE RATE =38.50%

o
i

w

o
)

FoU WISH TO HAVE THEBE ITEMS EXPLAINED (Y OR H)?
DG ¥OU WISH TO CHABNGE ANY OF THESE INPUTE (Y OR W7

ABEL IE READY TO PROVIDE GUTPUT. YOU HAVE THE CHOICE
OF THEEE QUTPUT OPTIONS:

i. PFPRINT ONLY THE POSSIBILITY OF THE PRESENT VALUE
OF THE FIRM™S FIVE YEAR PROJECTED CASH FLOW EXCEEDING
ELTHER AN INITIAL PROPOSED SETTLEMENT PERALTY OR A REQUIRED
INVESTMENT .

Z. PRINT A TABLE SHOWING THE NET AVAILABLE CAEH FLOW
WITH AN AWNALYEIE OF THE TRBLE.

3. PRINT & DRETAILED TABLE SHOWING THE COMPONENTS OF THE
FIRM ™3 CABH FLOWS. THIS OPTION MAY BE HELPFUL 70 FINANCIAL
ANALYSTE BUY IS NOT RECOMMENDED FOR MOST UBERS.

FLEASE ENTER YOUR CHOICE (1.2 OR 3).

THERE IS & ©6.0 % CHANCE THAT THE FIRM

CAN FINANCE THE PROPOSED BETTLEMENT PENALTY OF

3 FOO00,00 BASED ON THE STRENGTH OF INTERNALLY
GENERATED CASH FLOWS FOR THE NEXT FIVE YEARS.

THE ANALYSIS AT THIE POINT DOES HOT

DEMONSTRATE CONCLUSIVELY THE FIRM 5 ABILITY TO PAY
FOE THE NEW INVEBTMENT. 70 MAKE A DETERMINATION,
ONE MUZT LOOE AT THE FIRM'Z OTHER OPTIONS,

v e s e e ey aacm wy W W (et e Vamy gy e ey A THG R e Ma e e e gy g e e et MaNe vt e gAE e e U s wmth wer g U
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